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INTRODUCTION 

The  Commission  to  Study  the  Potential  Expansion  of  Legalized  Gaming  was  established  by 
Executive  Order  441.  The  Commission  consisted  of  nineteen  members  whose  charge  was  to 
"comprehensively  research,  identify  and  study  the  potential  effects,  both  positive  and  negative, 
of  legalized  gaming  expansion  on  the  economic,  social,  cultural  and  fiscal  well  being  of  the 
Commonwealth,  its  citizens  and  political  subdivisions.  In  addition,  the  Commission  shall 
research,  identify  and  study  the  appropriate  means  by  which  the  Commonwealth  should  govern 
any  expanded  gaming."'  (S.I.  Executive  Order  441). 

At  the  Commission's  organizational  meeting  (November  12,  2002).  four  subcommittees  (Social 
and  Cultural  chaired  by  Secretary  of  Public  Safety  James  Jajuga,  Economic  Development 
chaired  by  Janice  Loux  of  the  Hotel  Employees  and  Restaurant  Employees  Union  (HERE)  Local 
26.  Fiscal  Impact  chaired  by  Secretary  of  Administration  and  Finance  Kevin  Sullivan  and 
Regulatory  chaired  by  Assistant  Attorney  General  Kurt  Schwartz)  were  established  in  order  to 
efficiently  focus  our  work.  Commission  members  were  encouraged  to  participate  in  the  work  of 
as  many  subcommittees  as  possible.  In  addition,  the  Commission  decided  to  hold  four  public 
hearings  (Bristol  Community  College,  Merrimack  College,  Holyoke  Community  College  and 
Gardner  Auditorium  in  Boston). 

The  Commission  had  no  budget  or  staff  so  that  this  report  reflects  a  reliance  on  the  commitment, 
dedication  and  resources  of  Commission  members.  In  addition,  we  were  recipients  of  the 
generosity  of  our  hosts  at  three  college  sites  for  public  hearings. 

At  the  public  hearings,  held  on  December  3rd,  5th.  10th  and  12th,  we  heard  more  than  20  hours  of 
testimony  from  well  over  one  hundred  witnesses.  These  witnesses  represented  a  cross  section  of 
the  interested  public,  including  elected  and  appointed  officials,  business  people,  clergy, 
representatives  of  the  gaming  industry,  anti-gambling  organizations  and  average  citizens. 

The  Commission  report  is  the  result  of  analysis  of  available  research  and  opinion  provided  to  us 
and  obtained  through  individual  effort.  Most  importantly,  the  report  drew  on  the  diverse 
knowledge  and  experience  of  Commission  members  in  order  to  provide  appropriate  breadth  to 
our  study.  While  the  time  and  resources  available  varied;  each  member  contributed  their  fullest 
possible  measure. 

The  Commission  hopes  that  this  report  will  help  policy  makers  by  framing  the  issues 
surrounding  expanded  gaming  in  the  Commonwealth.  It  is  safe  to  say  that  gambling  has 
ascended  to  the  point  where  it  is  part  of  mainstream  American  culture.  The  dual  attractions  of 
recreation  and  revenues  appear  to  be  driving  this  ascendancy.  The  difficult  task  facing  our 
policy  makers  is  developing  a  structure  that  provides  economic  balance  along  with  social  and 
cultural  control.  It  is  our  desire  that  this  report  will  assist  them  in  providing  .some  clarity  to  their 
deliberations. 


Secretar}  Sullivan  resigned  from  the  Commission  on  December  17,  2002.  Since  that  date.  Carlo  DeSantis  has 
represented  the  Executive  Office  for  Administration  and  Finance. 
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EXECUTIVE  SUMMARY 

The  Massachusetts  Gambling  Stud}'  Commission  formed  four  subcommittees  to  review  the 
impacts  of  gambling  expansion:  Regulations,  Economic  Development,  Fiscal  Impacts,  and 
Social  and  Cultural  Impacts. 

Regulation  of  Gambling 

The  Regulations  Subcommittee  studied  options  for  regulations  and  statutes  covering  gambling 
expansion.  While  the  Subcommittee  did  not  propose  specific  legislation,  it  identified  essential 
components  of  any  such  legislation,  as  well  as  issues  that  require  further  consideration.  The 
Subcommittee  concluded  that  any  Gaming  Control  Act  must: 

♦  Establish  one  or  more  state  agencies  to  implement  the  Act,  oversee  the  licensing, 
regulation,  inspection  and  operation  of  legalized  gambling  and  gambling  establishments, 
and  enforce  compliance  with  the  Act; 

♦  Specify  the  forms  of  gambling  to  be  permitted,  and  the  number,  nature  and  locations  of 
gambling  establishments  that  will  host  expanded  gambling: 

♦  Ensure  that  crime,  problem  gambling  and  other  harmful  social  consequences  that  may 
result  from  expanded  gambling  are  minimized,  and  that  sufficient  resources  are 
committed  to  dealing  with  such  consequences; 

♦  Specify  how  gambling  revenues  are  to  be  accounted  for,  taxed  and  distributed, 

♦  Ensure  theintegrity  of  games  and  that  legalized  gambling  is  conducted  honestly  and  free 
of  criminal  elements. 

The  Commission  recommends  that: 

♦♦♦   The  legislature  provide  in  the  Act  that  any  approval  of  an  application  to  license  a 

gambling  establishment  in  a  particular  city  or  town  must  be  conditioned  on  approval  by 
the  city  or  town. 

♦  The  legislature  consider  prescribing  the  detailed  criteria  that  the  gaming  commission 
should  use  in  deciding  where  gambling  establishments  are  to  be  located,  the  number  of 
gambling  establishments  that  are  to  be  licensed,  and  how  licenses  will  be  awarded  to 
applicants. 

The  Regulations  Subcommittee  also  studied  the  procedural  and  legal  requirements  for  the 
legalization  of  casino  gambling  on  Native  American  reservation  land.  The  federal  Indian  Gaming 
Regulatory  Act  (IGRA)  provides  the  regulatory  framework  for  Native  American  tribal  gambling. 
I  nder  IGRA.  Class  III  (including  casino-style)  gambling  is  permitted  on  tribal  lands  if: 

♦  The  state  permits  the  same  type  of  casino  style  gambling  under  any  circumstance:  and 
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♦  The  Native  American  tribe  and  the  state  enter  into  a  compact,  and  the  Class  III  gambling 
is  conducted  in  accordance  with  the  compact;  and 

♦>   The  sovemins  bodv  of  the  tribe  and  the  National  Indian  Gaming  Commission  approve  of 
the  Class  III  gambling. 

The  Subcommittee  suggests  that  if  the  Commonwealth  is  called  on  to  negotiate  a  gambling 
compact,  it  consider  whether: 

♦>   The  state,  rather  than  the  tribe,  will  have  the  primary  responsibility  of  regulating  the  tribal 
gambling  activities,  including  the  licensing,  inspection,  operational,  investigator}-  and 
enforcement  responsibilities; 

*  The  tribe  will  comply  with  all  relevant  state  and  local  laws  dealing  with  the  licensing, 
regulation,  inspection  and  operation  of  gambling  activities  and  gambling  establishments, 
and  will  be  subject  to  investigatory  and  enforcement  actions  of  the  state; 

v   The  tribe  will  comply  with  state  and  federal  wage  and  labor  laws,  or  other  standards  that 
may  be  negotiated,  and  other  public  safety,  health  and  welfare  laws  that  may  not 
otherwise  apply  to  Native  American  tribes  and  tribal  lands;  and 

<*   A  percentage  of  gambling  revenues  be  paid  to  offset  local  and  state  costs  attributable  to 
tribal  gaming  activities. 

Economic  Development 

The  Economic  Development  Subcommittee  of  the  Massachusetts  Gambling  Study  Commission 
reviewed  existing  studies  addressing  gambling  impacts,  including  the  work  of  the  National 
Gambling  Impact  Study  Commission  (NGISC)  as  well  as  subsequent  research,  including  studies 
written  by  two  Subcommittee  members,  Jonathan  Taylor  and  Richard  McGowan.  S.J.  and  a  job 
quality  survey  by  the  Hotel  and  Restaurant  Employees  International  Union. 

The  Subcommittee  found  that  expanding  the  range  of  legalized  gambling  in  the  Commonwealth 
of  Massachusetts  presents  significant  economic  development  potential  for  the  state  and  its  cities 
and  towns.  The  most  significant  of  these  positive  impacts  is  the  creation  of  good  quality  jobs  in 
the  gambling  industry.  The  Subcommittee  also  examined  the  potential  for  expanded  gambling  to 
draw  new  spending  into  the  regional  economy.  Potential  negative  impacts  for  economic 
development  include  negative  effects  on  existing  gambling  industries,  added  economic  burdens 
for  host  and  neighboring  communities  and  a  possible  decline  in  spending  at  local  restaurants  and 
entertainment  venues. 

The  Subcommittee  found  that: 

v    "Destination,,  casino  gambling,  has  generated  significant  numbers- of  jobs  in  other  states. 
Gambling  industry  jobs  can  provide  wages,  health  care  and  retirement  benefits  far 
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superior  to  similar  service  industry  jobs,  and  are  far  more  likely  to  do  so  when  workers 
are  represented  by  a  union. 

♦  To  a  lesser  extent  "Racinos""  have  the  potential  to  create  quality  jobs  if  the  Racino 
includes  significant  amenities  such  as  hotels  and  quality  food  and  beverage  outlets. 

♦  Stand-alone  slot  machines  or  Electronic  Gaming  Devices  are  unlikely  to  spur  economic 
development.  The  National  Gambling  Impact  Study  Commission  found  that  "no 
economic  benefit  to  either  place  or  a  person  was  advanced  by  proponents  of  convenience 
gambling." 

In  terms  of  local  impacts  on  cities  and  towns: 

♦  Local  residents  may  substitute  the  purchase  of  casino  food  and  beverage  for  spending  in 
local  establishments.  This  is  referred  to  as  the  "substitution  effect'" 

♦  As  with  any  large  development,  gambling  expansion  will  bring  antecedent  costs  for  road 
repairs,  traffic  mitigation,  police,  fire  and  safety,  and  increased  demand  on  water,  sewer 
and  related  systems.  These  costs  should  be  studied  in  advance  as  part  of  the  planning  and 
development  process,  and  sufficient  funds  from  state  gambling  revenues  must  be 
allocated  to  host  cities  to  offset  these  costs. 

The  size  and  placement  of  any  new  gambling  operation  will  have  a  significant  impact  on  its 
economic  impact. 

♦  Large  "destination"  casinos  have  the  greatest  potential  to  draw  from  visitors  and  not 
merely  rely  on  local  patrons. 

♦  If  additional  people  are  drawn  to  the  area  by  a  "destination"  casino,  they  may  patronize 
local  businesses.  This  is  referred  to  as  the  "destination  effect"  which  can  counterbalance 
the  "substitution  effect". 

♦  The  pool  of  customers  from  the  casino  will  depend  on  its  size,  the  amenities  it  offers  as 
well  as  its  location  and  regional  competition. 

♦  Regardless  of  the  size  and  location  of  a  new  casino,  Massachusetts  faces  regional 
competition  which  will  make  it  impossible  to  recapture  all  of  the  gambling  dollars  that 
currently  leave  the  state. 

There  is  the  potential  for  a  negative  impact  on  existing  gambling  venues" 

♦>   The  advent  of  casino  gambling  in  Massachusetts  in  locations  other  than  the  racetracks  - 
and  to  the  exclusion  of  the  racetracks  -  could  affect  revenues  at  the  tracks. 
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Fiscal  Impacts 

The  Fiscal  Impacts  Subcommittee  analyzed  potential  impacts  on  state  revenues  from  expanded 
gambling,  using  revenue  information  on  different  forms  of  gambling  from  other  states, 
information  and  projections  from  the  Massachusetts  State  Lottery  Commission,  and  revenue 
estimates  generated  by  the  gambling  industry  for  proposed  Massachusetts  casinos.  Note  that  the 
revenue  totals  listed  below  refer  to  gambling  or  operational  revenue,  and  not  to  tax  revenue. 

♦  Deloitte  &  Touche  estimated  that  a  proposed  tribal  casino  located  in  Southeastern 
Massachusetts  would  generate  $1.04  to  $1.07  billion  in  annual  revenue,  with  $905 
million  coming  directly  from  gambling  revenue. 

♦  Gaming  Strategy  Group  estimated  that  total  gambling  revenues  could  range  from  $540.9 
million  (from  one  large  southeastern  Massachusetts  casino)  to  $1.3  billion  (from  one 
Southeastern  and  one  Western  Massachusetts  casino,  plus  700  slot  machines  at  each 
racetrack). 

♦>    State  and  local  tax  revenue  from  gaming  will  depend  on  the  size  and  number  of  venues 
permitted  as  well  as  the  tax  structure,  or  in  the  case  of  tribal  gaming,  any  negotiated 
revenue  sharing  agreement. 

♦♦♦  In  addition  to  the  direct  taxes  on  or  contributions  from  gambling  activities,  state  and  local 
government  can  also  benefit  from  taxes  of  hotel  room  rentals,  meals,  and  sales  associated 
with  a  gambling  venue. 

In  examining  the  potential  effect  of  expanded  gambling,  particularly  casino  gambling,  on  the 
State  Lottery,  the  Fiscal  Impacts  Subcommittee  found  some  evidence  indicating  that  expanded 
gambling  could  depress  future  lottery  sales.  The  evidence  strongly  indicates  that  total  gaming 
revenue  and  potential  tax  revenue  would  increase  with  the  expansion  of  legalized  gambling. 
Some  key  findings: 

♦  Different  studies  have  suggested  different  effects  of  expansion  of  legalized  gambling, 
ranging  from  no  significant  substitution  between  lotteries  and  casino  and  slot  gambling, 
to  substitution  for  only  certain  types  of  lottery  games,  to  decreasing  the  rate  of  lotteries' 
growth. 

♦  Commission  member  Rev.  Richard  McGowan,  S.J.  found  that  the  advent  of  casino 
gambling  did  affect  instant  (scratch  ticket)  games,  which  account  for  over  70%  of 
Massachusetts  lottery  revenue. 

♦  In  no  instance  has  a  study  found  sustained  decreases  in  lottery  sales  following  the 
introduction  of  other  forms  of  legalized  gambling. 

♦  Total  state  gambling  revenues  have  increased  in  every  state  with  a  lottery  where  casino  or 
slot  machine  gambling  has  been  introduced. 
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Social  and  Cultural  Impacts 

The  Social  and  Cultural  Impacts  Subcommittee  examined  evidence  concerning  social  problems 
and  benefits  associated  with  legalized  gambling.  The  Subcommittee  found  that  these  impacts  are 
extremely  difficult  to  measure,  in  part  because  of  the  complex  interplay  of  factors  affecting  such 
phenomena  as  pathological  gambling,  and  in  part  because  the  existing  social  science  research  on 
gambling-associated  behavior  and  effects  is  relatively  undeveloped. 

In  reviewing  the  available  evidence  on  potential  social  benefits  of  expanded  gambling,  the 
Subcommittee  found  the  following: 

♦  There  is  evidence  that  when  workers  are  represented  by  a  union,  casinos  can  produce 
high  quality  service  sector  jobs  which  generate  a  societal  benefit  for  employees. 

♦  Though  commonly  associated  only  with  negative  social  impacts,  some  researchers  point 
to  positive  effects  on  stress  management  comparable  to  those  associated  with  other  forms 
of  entertainment. 

♦  The  impact  of  gaming  on  the  crime  rate  is  not  clear.  As  with  any  large  entertainment 
venue  that  draws  a  significant  number  of  patrons,  the  introduction  of  a  gaming 
establishment  into  a  community  will  increase  the  number  of  crimes  committed.  A 
fluctuation  in  the  crime  rate  associated  with  a  new  gaming  establishment  however  is 
debatable. 

♦  Legalized  gaming  will  have  a  negative  psychological  impact  on  the  population  of 
compulsive  gamblers  and  their  families  and  there  is  the  potential  for  an  increase  in  the 
number  of  compulsive  gamblers  if  a  facility  is  built  in  Massachusetts. 

♦  Individuals  with  compulsive  gambling  disorders  are  more  likely  to  commit  illegal  acts 
such  as  fraud,  embezzlement  or  writing  checks  on  accounts  with  insufficient  funds. 

♦  There  are  open-ended  ethical  concerns  regarding  the  expansion  of  legalized  gambling. 
Many  of  these  concerns  are  focused  on  the  unknown  and  difficult  to  measure  impacts  of 
compulsive  gamblers  on  their  families  and  their  communities. 
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Part  One 


REGULATION  OF  GAMBLING 


I.         Introduction 

The  Regulation  Sub-Committee  of  the  Gaming  Study  Commission  (the  '•Commission")  was  asked  to 
make  recommendations  to  the  Commission  on  the  nature  of  the  statutory  and  regulatory  scheme  that 
may  be  required  if  legalized  casino  style  gambling  is  expanded  in  the  Commonwealth.  In  the  short 
time  period  available  to  the  Sub-Committee  to  complete  its  work,  the  Sub-Committee  reviewed  (i) 
statutory  and  regulator)'  schemes  enacted  in  other  states  that  have  legalized  commercial  or  Native 
American  casino  style  gambling,  (ii)  bills  that  have  been  offered  in  the  Massachusetts  legislature  in 
the  past  several  years  proposing  expanded  gambling,  and  (iii)  a  number  of  local  and  national  reports 
on  legalized  gambling,  such  as  the  1999  report  of  the  National  Gambling  Impact  Study  Commission, 
the  1998  report  of  the  General  Accounting  Office.  Casino  Gaming  Regulation,  Roles  of  Five  States 
and  the  National  Indian  Gaming  Commission,  and  the  1993  report  of  the  State  Senate  Committee  on 
Post  Audit  and  Oversight.  Toward  Expanded  Gaming  and  Gaming  Regulation.  The  Sub-Committee 
also  considered  testimony  provided  at  public  hearings  by  public  officials,  religious  leaders,  social 
services  providers,  tribal  leaders  and  members,  and  other  citizens. 

The  Sub-Committee  also  was  asked  to  report  to  the  Commission  on  whether  Native  American 
casinos  are  a  possibility  in  the  Commonwealth  and,  if  so,  on  the  ways  in  which  such  gambling  may 
be  regulated. 

The  Sub-Committee  believes  that  any  significant  expansion  of  casino  style  gambling  in 
Massachusetts  will  require  the  enactment  of  a  comprehensive  gaming  control  act  (the  "Act")  that, 
at  a  minimum,  will: 

1 .  Establish  one  or  more  state  agencies  to  implement  the  Act,  oversee  the  licensing,  regulation, 
inspection  and  operation  of  legalized  gambling  and  gambling  establishments,  and  enforce 
compliance  with  the  Act; 

2.  Specify  the  forms  of  gambling  to  be  permitted,  and  the  number,  nature,  and  locations  of 
gambling  establishments  that  will  host  expanded  gambling; 

3 .  Ensure  that  crime,  problem  gambling  and  other  harmful  social  consequences  that  may  result 
from  expanded  gambling  are  minimized,  and  that  sufficient  resources  are  committed  to 
dealing  with  such  consequences; 

4.  Specify  how  gambling  revenues  are  to  be  accounted  for.  taxed  and  distributed,  including 
ensuring  that  state  aid  to  cities  and  towns  is  not  reduced  if  Massachusetts  Lottery  revenues 
decrease  as  a  result  of  expanded  legalized  gambling,  and  that  cities  and  towns  that  host  or 
directly  are  impacted  by  the  location  of  gaming  establishments  receive  adequate  revenue  to 
offset  their  costs;  and 

5.  Ensure  the  integrity  of  games  and  that  legalized  gambling  is  conducted  honestly  and  free  of 
criminal  elements.  . 

In  this  report,  the  Sub-Committee  identifies  matters  that  may  need  to  be  addressed  in  the  Act  or 
regulations  promulgated  thereunder,  and  highlights  issues  requiring  further  consideration.  In  some  . 
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instances,  the  Sub-Committee  offers  specific  suggestions  on  how  the  Act  should  address  the 
particular  matters  highlighted  in  this  report. 


II.       Establishment  of  One  or  More  Regulatory  &  Oversight  Bodies 

The  legislature  must  establish  one  or  more  regulatory  and  oversight  bodies  to  oversee  the 
implementation  of  the  Act  and  the  licensing,  regulation,  inspections  and  operation  of  legalized 
gambling  and  gambling  establishments,  and  enforce  compliance  with  the  Act. 

Two  significant  decisions  must  be  made  at  the  outset: 

1.  The  legislature  should  consider  consolidating  the  oversight  and  regulation  of  all  forms  of 
legalized  gambling,  including  pari-mutuel  betting,  charitable  gaming,  and  the  Lottery,  in  one 
regulatory  and  oversight  body.  A  single  oversight  authority  for  all  forms  of  legalized 
gambling  will  increase  efficiency  and  consistency,  and  promote  a  comprehensive  state-wide 
gambling  policy.  Herein,  that  oversight  body  is  referred  to  as  the  "State  Gaming 
Commission." 

2.  In  creating  a  State  Gaming  Commission,  there  are  at  least  two  different  models  that  the 
legislature  can  choose  from: 

a.  Some  states  with  legalized  gambling  have  a  single  body,  such  as  a  State  Gaming 
Commission,  that  (i)  oversees  the  implementation  of  the  Act  and  the  licensing, 
regulation,  and  operation  of  legalized  gambling  and  gambling  establishments,  and  (ii  j 
conducts  civil  and  criminal  investigations  and  enforces  compliance  with  the  Act  and 
other  applicable  laws.  In  these  states,  the  Gaming  Commission  is  comprised  of 
Commissioners  who  have  authority  over  licensing,  oversight,  inspection,  operational, 
investigative,  and  enforcement  matters.  Typically,  these  functions  are  carried  out 
through  an  Executive  Director  and  a  staff  managed  bv  the  Executive  Director.1 

b.  Other  states  with  gaming  commissions  separate  the  investigatory  and  enforcement 
functions  and  place  them  in  a  separate  state  agency  such  as  the  Attorney  General's 
Office.  Under  this  model,  the  State  Gaming  Commission  is  responsible  for 
implementing  the  Act  and  overseeing  the  licensing,  oversight,  regulation,  inspection, 
and  operational  functions,  while  another  state  agency  is  responsible  for  investigatory 
and  enforcement  matters,  including  conducting  civil  and  criminal  investigations  and 
background  checks  on  license  applicants,  and  enforcing  compliance  with  the  Act  and 
other  applicable  civil  and  criminal  laws." 


1  Colorado,  for  example,  has  a  Division  of  Gaming  Administration  in  its  Department  of  Revenue.  Within  the 
Division  of  Gaming  Administration  is  a  Director  of  Administration  who  oversees  all  sections  of  the  Division  other 
than  Investigations  and  Enforcement.  Another  employee  of  the  Division  of  Gaming  Administration  oversees  the 
investigatory  and  enforcement  functions. 

2  Michigan  and  New  Jersey  are  examples  of  states  that  place  the  investigatory  and  enforcement  functions  in  separate 
agencies.  In  each  of  these  states,  the  Attorney  General  is  responsible  for  these  functions  while  all  other  aspects  of 
gaming  regulation  are  handled  by  the  states"  gaming  commissions. 
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Whether  the  investigatory  and  enforcement  authority  is  vested  in  the  State  Gaming  Commission  or  in 
a  separate  state  agency,  it  seems  clear  that  the  legislature  must  create  a  State  Gaming  Commission. 
In  creating  a  State  Gaming  Commission,  issues  that  need  to  be  considered  include: 

1.  Number  of  Commissioners:  Most  states'  gaming  commissions  are  comprised  of  five 
members. 

2.  Appointment  of  Commissioners:  The  legislature  must  decide  whether  one  appointing 
authority  will  appoint  all  of  the  commissioners,  or  whether  the  power  to  appoint 
commissioners  should  be  vested  in  several  different  people.  For  example,  the  Act  could 
authorize  the  Governor  to  appoint  no  more  than  three  of  the  commissioners,  with  two  other 
constitutional  officers,  such  as  the  Attorney  General  and  the  Auditor,  each  having  the  power 
to  appoint  one  commissioner. 

3.  Terms  of  Commissioners:  The  sub-committee  recommends  that  the  commissioners  have 
staggered  terms,  that  the  term  of  office  of  each  member  of  the  commission  be  at  least 
three,  and  not  more  than  five  years,  and  that  the  appointing  authority  have  the  authority  to 
remove  a  commissioner  for  cause. 

4.  Qualifications  of  Commissioners.  The  Act  must  set  minimum  qualifications  for  the 
commissioners.  Suggestions  include: 

a.  No  more  than  three  members  of  the  commission  be  of  the  same  political  party; 

b.  A  commissioner  may  not  hold  elective  office; 

c.  A  person  is  not  eligible  to  be  a  commissioner  who  has  been  affiliated  with,  or 
employed  by  a  licensed  gaming  establishment  within  the  past  three  years,  or  has  any 
direct  pecuniary  interest  in  gambling  activities; 

d.  A  person  is  not  eligible  to  be  a  commissioner  if  convicted  of  a  felony,  or  of  a 
misdemeanor  involving  dishonesty,  gambling,  fraud,  or  any  form  of  stealing  in  any 
jurisdiction; 

e.  The  legislature  may  want  to  mandate  that  commissioners  have  particular 
backgrounds.  For  example,  the  Act  could  require: 

i.  That  one  commissioner  have  a  law  enforcement  background; 

ii.  That  one  commissioner  have  a  business/financial  background; 

iii.         That  one  commissioner  have  an  accounting  background; 
iv.         That  one  commissioner  be  an  attorney;  and 
v.  That  one  commissioner  have  a  social  services  background. 

f.  Commissioners  must  be  United  States  citizens  and  residents  of  the  Commonwealth. 

5.  Salaries.  The  Act  must  set  the  salary  of  the  commissioners. 

6.  Appointment  and  term  of  an  Executive  Director:     The  Act  should  provide  for  the 

appointment  of  an  Executive  Director  to  manage  the  operations  of  the  Gaming  Commission. 

The  legislature  may  want  to  authorize  the  commissioners  to  appoint  and  remove  the 

Executive  Director.  Alternatively,  the  appointing  authority  could  be  vested  with  these 
powers.  The  legislature  also  needs  to  decide  whether  to  establish  a  term  of  office  for  the 
Executive  Director. 
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7.  Personnel:  The  Gaming  Commission,  through  its  Executive  Director,  should  be  authorized 
to  employ  personnel  as  may  be  necessary  to  carry  out  its  functions. 

8.  Responsibilities  of  the  Gaming  Commission:  At  a  minimum,  the  Gaming  Commission 
should  have  the  following  responsibilities: 

a.  To  implement  the  Act; 

b.  To  receive,  hear  and  decide  all  license,  registration  and  permit  applications,  and 
matters  concerning  the  granting,  suspension  or  revocation  of  such  licenses, 
registrations,  and  permits; 

c.  To  promulgate  rules  and  regulations  to  implement  the  Act  and  to  deal  with  the 
licensing  of  persons  and  entities  participating  in  or  involved  with  gaming 
establishments;  the  operation,  inspection  and  safety  of  gaming  establishments;  and 
the  accounting  and  collection  of  license  fees  and  taxes  imposed  by  the  Act; 

d.  To  set  rules  concerning  gaming  operations  and  establishments; 

e.  To  inspect  and  audit  gaming  operations  and  establishments; 

f.  To  collect  all  license,  registration  and  permit  fees,  and  taxes  imposed  by  the  Act; 

g.  To  conduct  hearings  pertaining  to  civil  violations  of  the  Act  and  regulations 
promulgated  thereunder,  and  to  impose  civil  fines  for  violations  of  the  Act  and 
regulations; 

h.  To  hear  and  rule  on  complaints  by  licensees  or  patrons  of  gaming  establishments:  and 

i.  To  issue  an  annual  report  to  the  Governor  and  legislature. 

9.  Investigatory  and  Enforcement  Responsibilities:  As  noted  above,  the  responsibility  for 
conducting  civil  and  criminal  investigations  and  background  checks  on  applicants,  and  for 
enforcing  compliance  with  the  Act  and  other  applicable  laws,  may  be  vested  in  the  State 
Gaming  Commission  or  in  another  state  agency  such  as  the  Attorney  General's  Office. 

a.  The  Act  should  provide  that  the  Department  of  Public  Safety,  through  the  State 
Police,  assign  State  Police  officers  to  the  entity  having  investigator)'  and  enforcement 
responsibility; 

b.  The  Act  should  provide  that  State  Police  officers  and  other  employees  of  the  entity 
having  investigatory  and  enforcement  responsibility  have  the  authority: 

i.  To  inspect  gaming  establishments  and  its  books  and  gaming  devices: 

ii.  To  seize  any  such  books  or  devices  for  further  inspection; 

iii.         To  be  present  when  and  where  any  gaming  activities,  including  the  collection 

of  gaming  proceeds,  are  conducted; 
iv.         To  conduct  background  investigations  on  applicants  for  licenses: 
v.  To  conduct  investigations  of  violations  of  the  Act  or  other  violations  of  law 

within  or  involving  any  gaming  establishment,  and  to  refer  such  violations  to 
the  Attorney  General  and  any  District  Attorney;  and 
vi.         To  provide  for  the  safety  of  patrons  in  gaming  establishments. 

1 0.  Licensing  Issues:  The  State  Gaming  Commission  should  have  the  responsibility  for  hearins 
and  deciding  all  license  matters,  including  the  issuance,  suspension  and  revocation  of 
licenses. 
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a.  The  Act  should  specify  the  types  of  people  and  entities  that  must  be  licensed  by  the 
State  Gaming  Commission.  At  a  minimum,  the  Act  should  mandate  that  the 
following  be  licensed  by  the  State  Gaming  Commission: 

i.  Gaming  establishments,  and  all  persons  or  entities  owning  a  threshold  level 

interest  in  such  establishments  or  the  land  upon  which  such  establishments 

are  located; 
ii.  Persons  or  entities  providing  a  threshold  level  of  supplies  or  services  to 

gaming  establishments; 
hi.        Those  employees  of  gaming  establishments  who  are  involved  in  gambling 

activities  or  services;  and 
iv.         Gaming  schools  located  in  the  Commonwealth. 

b.  The  legislature  must  decide  whether  to  establish  the  licensing  thresholds  and  fees, 
and  the  minimum  qualifications  for  license  holders,  or  require  the  State  Gaming 
Commission  to  issue  regulations  defining  such  thresholds,  fees  and  qualifications. 

c.  The  Act  should  provide  that  all  expenses  associated  with  the  licensing  of  any 
applicant  be  borne  by  the  applicant. 

11.  License  Requirements:  The  legislature  may  want  to  obligate  licensees  to  use  reasonable 
efforts  to  hire  citizens  of  the  Commonwealth,  and  to  utilize  goods  and  services  originating  in 
the  Commonwealth. 


III.      Forms  of  Gambling  and  Number,  Location  &  Nature  of  Gaming 
Establishments 

The  legislation  must  decide: 

1 .  How  much  discretion  to  give  to  the  State  Gaming  Commission  in  choosing  the  locations  of 
casino  style  gaming  establishments.  To  the  extent  that  the  State  Gaming  Commission  is 
provided  discretion  in  choosing  locations,  the  legislature  must  decide  whether  to  set 
guidelines  under  which  the  Commission  must  act.  or  permit  the  State  Gaming  Commission 
to  issue  regulations  defining  the  process  under  which  it  will  choose  the  locations. 

a.  The  legislature  should  consider  providing  in  the  Act  that  any  approval  by  the  State 

Gaming  Commission  of  an  application  to  license  a  gambling  establishment  in  a 
particular  city  or  town  be  conditioned  on  approval  by  the  city  or  town's  governing 
body  or  by  referendum  vote. 

2.  Whether  to  set  a  limit  on  the  number  of  gaming  establishments  that  may  be  located  in  each 
geographic  location. 

3.  Whether  to  define  the  types  of  gambling  that  will  be  permitted  in  gambling  establishments. 

4.  Whether  to  provide  guidance  on  the  nature  of  the  gaming  establishments  that  are  to  be 
licensed  in  each  geographic  region,  or  to  leave  this  to  the  discretion  of  the  State  Gaming 
Commission.  For  example,  the  legislature  may  want  to  decide  whether  existing  race  track 
facilities  such  as  Suffolk  Downs  may  be  licensed  to  provide  casino  style  gambling.  Or,  the 
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legislature  may  want  to  decide  whether  gambling  establishments  should  be  stand  alone 
facilities  or  affiliated  with  hotels  or  entertainment  or  retail  sales  establishments. 

How  much  to  define  the  gaming  license  application  process,  including  minimum 
qualifications  for  potential  licensees,  license  fees,  and  the  process  by  which  the  State  Gaming 
Commission  is  to  decide  which  qualified  applicants  are  to  receive  licenses,  and  how  much 
discretion  to  give  to  the  State  Gaming  Commission.  If  the  number  of  gaming  establishments 
in  a  given  area  will  be  restricted  (perhaps  limited  to  a  single  casino,  for  example)  and 
consequently  the  gaming  commission  will  have  to  decide  among  competing  applicants,  the 
legislature  should  consider  prescribing  the  detailed  criteria,  and  their  relative  importance,  that 
the  gaming  commission  should  use  in  making  selections  among  applicants.  Any  legislation 
will  presumably  provide  for  the  selection  of  a  successful  applicant  only  following  a  hearing 
or  hearings.  The  legislature  will  have  to  define  the  kind  of  hearing  to  be  held  and  the  nature 
of  judicial  review.  The  hearing  process,  agency  decision  making,  and  judicial  review  could 
be  expected  to  take  months  to  conclude.  All  this  would  follow  creation  of  the  commission, 
the  hiring  of  the  staff,  and  the  adoption  of  rules  and  regulations  by  the  commission. 

Whether  to  set  a  term  limit  on  gaming  establishment  licenses,  or  whether  to  leave  this  to  be 
defined  in  regulations  promulgated  by  the  State  Gaming  Commission. 


IV.      Dealing  with  the  Negative  Social  Consequences  of  Expanding 
Legalized  Gambling 

Crime  and  problem  gambling  are  the  negative  social  consequences  most  often  cited  in  studies  of  the 
impact  of  legalized  gambling  and  in  public  hearings  held  by  the  Gambling  Study  Commission. 
Efforts  should  be  taken  to  prevent  an  increase  in  crime  and  problem  gambling  if  legalized  gambling 
is  expanded.  The  legislature  should  consider: 

1.  Requiring  gambling  establishments  to  implement  strict  internal  audit,  control,  record 
keeping,  and  reporting  procedures,  to  prepare  and  submit  to  the  State  Gaming  Commission 
internal  control  and  security  procedures,  and  to  submit  to  inspections  by  the  State  Gaming 
Commission  and  the  state  agency  responsible  for  investigations  and  enforcement; 

2.  Requiring  gambling  establishments  and  other  licensees  to  report  violations  of  the  Act  to  the 
State  Gambling  Commission; 

Providing  sufficient  investigatory  and  enforcement  resources  to  the  State  Gamins 
Commission  or  other  state  agency  having  these  responsibilities  (the  funding  mechanism  is 
discussed  in  greater  detail  later  in  this  paper); 

4.  Defining  new  criminal  acts  and  penalties  governing  the  operation  of.  and  conduct  in. 

gambling  establishments,  and  prohibiting  unlicensed  gambling  activities; 

Providing  revenue  to  local  and  state  law  enforcement  agencies,  including  prosecutors 
offices,  to  offset  the  costs  attributable  to  conducting  criminal  investigations  and 
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prosecutions,  and  providing  other  public  safety  services  (the  funding  mechanism  is 
discussed  in  greater  detail  later  in  this  paper); 

6.  Providing  revenue  to  fund  sufficient  numbers  of  prevention,  intervention  and  treatment 
programs  for  problem  gamblers,  and  to  regularly  conduct  research  into  the  prevalence  of 
problem  gambling  (the  funding  mechanism  is  discussed  in  greater  detail  later  in  this  paper); 

7.  Mandating  that  each  gaming  establishment: 

a.  Adopt  a  clear  mission  statement  on  combating  problem  gambling; 

b.  Appoint  an  executive  of  high  rank  to  oversee  efforts  to  prevent,  intervene,  and  treat 
problem  gamblers; 

c.  Provide  meaningful  prevention,  intervention,  and  treatment  programs  for  problem 
gamblers; 

d.  Refuse  service  to  any  customer  exhibiting  indications  of  problem  gambling; 

e.  Implement  procedures  to  allow  for  voluntary  self-exclusion,  enabling  gamblers  to 
ban  themselves  from  a  gambling  establishment  for  a  specified  period  of  time; 

f.  Provide  appropriate  training  to  employees  on  problem  gambling; 

g.  Provide  cost-free  treatment  to  employees  suffering  from  problem  gambling; 

h.  Conspicuously  post   and  disseminate   information   on   state-approved  problem 

gambling  services; 

8.  Mandating  that  medical  insurers  and  managed  care  providers  identify  treatment  programs  and 
cover  the  appropriate  programs  under  their  plans; 

9.  Mandating  that  no  one  under  a  certain  age  be  permitted  in  those  portions  of  gambling 
establishments  in  which  gambling  is  conducted; 

10.  Establishing  a  dispute  resolution  process  that: 

a.  Provides  for  notice  to  the  State  Gaming  Commission  or  the  state  agency  having 
investigatory  and  enforcement  responsibility  whenever  a  licensee  refuses  payment  of 
alleged  winnings  to  a  patron; 

b.  Provides  a  mechanism  to  investigate  the  facts  of  the  dispute; 

c.  Provides  that  the  State  Gaming  Commission  or  the  state  agency  have  investigatory 
and  enforcement  responsibility  to  decide  the  controversy  and  issue  appropriate 
orders; 

d.  Establishes  an  appeals  process. 


V.        Accounting  for  Taxing  and  Distributing  Gambling  Revenues 

The  Act,  and  regulations  promulgated  thereunder,  must  require  licensed  gambling  establishments, 
and  their  owners  and  operators,  to  sufficiently  account  for.  record,  and  report  to  the  State  Gaming 
Commission  all  gambling  transactions,  and  all  revenues  attributable  to  their  gambling  activities.  The 
Act  and  regulations  promulgated  thereunder  also  must  specify  the  rates  at  which  these  gambling 
revenues  will  be  taxed,  and  the  manner  in  which  such  taxes  will  be  paid  and  utilized  by  the  State 
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Gaming  Commission  and  the  Commonwealth.  The  legislature  may  choose  to  tax  different  types  of 
samblino  establishments,  and  different  forms  of  gambling,  at  different  rates. 

1 .  At  a  minimum,  the  Act  should  provide  that  specified  percentages  of  the  gambling  revenues 

of  each  gambling  establishment  be  paid  to  the  State  Commission  for  the  following  purposes: 

a.  For  deposit  into  the  Commonwealth's  general  fund; 

b.  For  aid  to  cities  and  towns.  The  legislature  may  want  to  dedicate  a  certain  percentage 
of  gambling  revenues  to  local  aid  to  cities  and  towns.  Alternatively,  the  legislature 
could  hold  harmless  cities  and  towns  in  the  event  that  local  aid  attributable  to  the 
performance  of  the  Massachusetts  State  Lottery  declines.  Under  such  a  scenario,  the 
Act  could  provide  that  tax  revenues  collected  from  gambling  revenues  earmarked  for 
the  general  fund  first  be  used  to  make  up  shortfalls  in  local  aid  revenue  from  the 
Massachusetts  Lottery; 

c.  For  use  by  the  State  Gaming  Commission  and  the  state  agency  having  investigatory 
and  enforcement  responsibility  to  carry  out  their  duties  and  responsibilities  under  the 
Act: 

d.  For  payment  to  the  city  or  town  in  which  the  establishment  is  located; 

e.  For  payment  to  nearby  cities  or  towns  that  incur  costs  attributable  to  the  gambling 
establishment; 

f.  For  payment  to  public  or  private  problem  gambling  prevention,  intervention, 
treatment,  and  research  programs; 

g.  For  law  enforcement  purposes,  including  making  annual  contributions  to  the  budgets 
of  the  district  attorneys,  Attorney  General,  and  the  courts;  and 

h.  For  such  other  purposes  as  the  legislature  may  specify  in  the  Act. 


VI.      Gaming  Policy  Committee 

To  help  foster  a  consistent  state-wide  gaming  policy  and  strategy,  the  legislature  may  want  to  create 
an  advisory  board,  chaired  by  the  Governor,  which  periodically  will  meet  and  advise  the  State 
Gaming  Commission  and  the  legislature  on  gaming  matters.  Members  of  such  a  committee  might 
include  the  Attorney  General,  the  Treasurer,  the  Executive  Director  of  the  State  Gaming 
Commission,  the  Secretary  of  Consumer  Affairs,  the  Executive  Director  of  the  Massachusetts  Office 
of  Travel  and  Tourism,  social  service  providers,  legislators,  business  and  labor  leaders,  and 
representatives  of  the  state's  licensed  gambling  establishments. 


VII.     Native  American  Gambling 

A.         Overview 

In  1988,  Congress  passed  the  Indian  Gaming  Regulatory  Act  (IGRA)  which  provides  the  statutory 
framework  for  tribal  gambling  activities.  Because  recognized  Native  American  tribes  enjoy  a 
form  of  sovereignty,  states  generally  are  prohibited  from  regulating  gambling  activities  on  tribal 
lands  except  as  provided  for  in  IGRA. 
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Under  IGRA.  gambling  is  divided  into  three  classes,  each  with  a  separate  regulator}  scheme. 

1 .  Class  I  gambling  consists  of  traditional  tribal  gambling  games  for  prizes  of  nominal 
value.  Class  I  tribal  gambling  on  tribal  lands  is  subject  solely  to  tribal  regulation. 

2.  Class  II  gambling  consists  of  bingo  and  similar  card  games.  Class  II  gambling  on 
tribal  lands  is  permitted  and  beyond  the  reach  of  state  regulation  in  any  state  that 
permits  bingo  and  similar  card  games  under  any  circumstance. 

3.  Class  III  gambling  consists  of  slot  machines  and  most  other  forms  of  casino  style 
gambling.  Under  IGRA,  Class  III  gambling  on  tribal  lands  is  permitted  if: 

i.  The  state  permits  the  same  type  of  casino  style  gambling  under  any 

circumstance; 
ii.  The  Native  American  tribe  and  the  state  enter  into  a  compact,  and  the  Class 

III  gambling  is  conducted  in  accordance  with  the  compact:  and 
iii.        The  governing  body  of  the  tribe  and  the  National  Indian  Gaming  Commission 

approve  of  the  Class  III  gambling. 

IGRA  contains  a  list  of  the  provisions  a  gaming  compact  between  a  state  and  a  tribe  may  include, 
such  as  agreements  that: 

1.  Tribal  gaming  will  be  subject  to  state  civil  and  criminal  laws; 

2.  Tribal  gaming  will  be  regulated  by  the  state; 

3.  The  tribe  will  be  assessed  costs  necessary  to  defray  the  costs  of  regulation; 

4.  The  tribe  will  be  taxed  in  amounts  comparable  to  the  taxation  of  others  for 
comparable  gaming  activities; 

5 .  Any  other  provision  relating  to  other  subj  ects  that  are  directly  related  to  the  operation 
of  gaming  activities. 

IGRA  requires  that  the  tribe  and  the  state  negotiate  a  compact  in  good  faith.  However,  the  remedy 
for  the  failure  of  a  party  to  negotiate  in  good  faith  is  not  clear. 

IGRA  provides  a  mechanism  for  Native  American  tribes  to  acquire  new  tribal  lands  on  which  tribal 
gaming  may  be  offered  under  IGRA.  Tribal  lands  may  be  acquired  under  any  of  the  following 
circumstances: 
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The  Secretary-  of  the  Interior,  after  consultation  with  the  Indian  tribe  and  state  and 
local  officials,  and  officials  of  nearbv  Indian  tribes,  determines  that  gaming  would  be 
in  the  best  interest  of  the  Indian  tribe  and  would  not  be  detrimental  to  the 
surrounding  community,  and  the  governor  of  the  state  in  which  the  Indian  land  is 
located  concurs  (emphasis  added):  or 

The  lands  are  taken  into  trust  as  part  of  the  settlement  of  a  land  claim; 
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3.  The  lands  are  taken  into  trust  as  part  of  the  initial  reservation  of  an  Indian  tribe 
acknowledged  by  the  Secretary  of  the  Interior  under  the  federal  acknowledgment 
process;  or 

4.  The  lands  are  taken  into  trust  as  part  of  the  restoration  of  lands  for  an  Indian  tnbe  that 
has  been  restored  to  federal  recognition. 

B.         Native  American  Class  III  Gaming  in  Massachusetts  -  The  Wampanoags 

Presently,  the  Wampanoag  Tribe  of  Aquinnah  (Wampanoags)  is  the  only  recognized  Native 
American  tribe  in  the  state,  and  their  tribal  lands  only  are  on  Martha's  Vineyard.  In  1983  the 
Wampanoags  entered  into  a  Settlement  Agreement  with,  amongst  others,  the  Commonwealth.  This 
agreement  was  implemented  by  the  state  legislature  (see  Chapter  277  of  the  Acts  of  1985),  and  later 
by  Congress  (see  25  USC  .1771  thru  1771i). 

Provisions  of  the  Settlement  Agreement  between  the  Wampanoags  and  the  Commonwealth  seem 
to  modify  the  Wampanoag' s  right  under  IGRA  to  conduct  Class  III  gambling  on  its  tribal  lands. 
More  particularly,  Section  5  of  Chapter  277  of  the  Acts  of  1985  provides: 

Except  as  provided  in  this  act,  all  laws,  statutes  and  bylaws  of  the  commonwealth,  the  town 
of  Gay  Head,  and  any  other  properly  constituted  legal  body,  shall  apply  to  all  settlement 
lands  and  any  other  lands  owned  now  or  at  any  time  in  the  future  by  the  Tribal  council  or  any 
successor  organization. 

Similarly,  25  USC  .  1 77 lg  provides: 

Except  as  otherwise  expressly  provided  in  this  subchapter  or  in  the  State  Implementing  Act 
[Chapter  277  of  the  Acts  of  1985],  the  settlement  lands  and  any  other  land  that  may  now  or 
hereafter  be  owned  by  or  held  in  trust  for  any  Indian  tribe  or  entity  in  the  town  of  Gay  Head. 
Massachusetts,  shall  be  subject  to  the  civil  and  criminal  laws,  ordinances,  and  jurisdiction  of 
the  Commonwealth  of  Massachusetts  and  the  town  of  Gay  Head,  Massachusetts  (including 
those  laws  and  regulations  which  prohibit  or  regulate  the  conduct  of  bingo  or  anv  other  game 
of  chance.) 

Thus,  the  Settlement  Agreement,  as  implemented,  seems  to  provide  that  notwithstanding  IGRA. 
the  Wampanoag' s  right  to  offer  Class  II  and  Class  III  gaming  on  its  tribal  lands  in  Gay  Head  on 
Martha's  Vineyard  is  fully  subject  to  state  law  and  is  no  greater  than  the  rights  of  others  to  offer 
Class  III  gaming  in  the  Commonwealth.  However,  the  Wampanoags  may  dispute  such  an 
interpretation  of  the  Settlement  Agreement. 

The  Settlement  Agreement,  as  implemented  by  Chapter  277  of  the  Acts  of  1985.  seems  to  similarly 
modify  the  Wampanoags  right  under  IGRA  to  offer  Class  II  or  Class  III  gambling  on  tribal  lands  it 
may  acquire  in  the  future  in  another  part  of  the  state,  such  as  the  greater  Fall  River/New  Bedford 
area.  In  pertinent  part,  Chapter  277  provides,  all  laws,  statutes  and  bylaws  of  the  commonwealth 
and  any  other  properly  constituted  legal  body,  shall  apply  to  all .  .  .  lands  owned  now  or  at  anv  time 
in  the  future  by  the  Tribal  council  or  any  successor  organization.  Similarlv.  25  USC  ___  1 77 1  d»  a 
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provides,  "Any  land  acquired  by  the  Wampanoag  Tribal  Council  of  Gay  Head,  Inc.,  that  is  located 
outside  the  town  of  Gay  Head  shall  be  subject  to  all  the  civil  and  criminal  laws,  ordinances,  and 
jurisdiction  of  the  Commonwealth  of  Massachusetts."  Again,  however,  the  Wampanoags  may 
dispute  such  an  interpretation  of  the  Settlement  Agreement. 

To  the  extent  that  it  is  not  clear  whether,  and  to  what  extent,  the  Settlement  Agreement  modifies  the 
rights  of  the  Wampanoags  under  IGRA,  the  tribe  may  in  the  future  assert  a  right  to  offer  Class  II  or 
Class  III  gambling  activities  on  tribal  lands  it  now  owns  on  Martha's  Vineyard,  or  may  acquire  in  the 
future  in  another  part  of  the  state.  If  successful  in  its  assertion  of  such  rights,  IGRA  would  provide 
the  framework  for  tribal  gaming  by  the  Wampanoags.  (See  the  discussion  below  concerning  the 
Nipmucs  rights  under  IGRA  to  offer  Class  II  and  III  gambling  on  tribal  lands  if  it  receives  federal 
recognition  as  a  sovereign  tribe.) 

C.         Native  American  Class  III  Gaming  in  Massachusetts  -  The  Nipmucs 

The  Gaming  Study  Commission  heard  testimony  at  a  public  hearing  on  December  1 0,  2002,  that  the 
Nipmuc  Indian  Tribe  of  central  Massachusetts  (Nipmucs)  is  seeking  federal  recognition  as  a 
sovereign  tribe  and  that  the  tribe  believes  that  such  recognition  may  be  received  within  the  next  year. 

What  may  be  the  gaming  related  consequences  of  the  Nipmucs  receiving  federal  recognition  as  a 
sovereign  tribe?  In  the  absence  of  a  Settlement  Agreement,  the  Nipmucs'  right  to  offer  Class  II  or 
Class  III  gambling  on  its  tribal  lands  exclusively  would  be  controlled  by  IGRA. 

1 .  Bingo  and  Similar  Class  II  games 

Under  IGRA,  the  Nipmucs  would  be  permitted  to  offer  bingo  (except  high-stakes 
bingo)  and  similar  Class  II  games  on  its  tribal  lands  because  the  Commonwealth 
already  permits  charitable  bingo  (except  high-stakes  bingo).  These  games  would  be 
regulated  exclusively  by  the  tribe.    - 

2.  Class  III  Casino  Style  Games 

Generally,  under  IGRA  the  Nipmucs  would  be  permitted  to  offer  on  its  tribal  lands 
those  Class  III  games  that  are  otherwise  permitted  in  the  state  for  any  reason.  This 
assumes,  of  course,  that  the  tribe  enters  into  a  compact  with  the  state. 

Under  current  state  law,  many  types  of  casino  style  games  are  permitted  for  charitable  purposes. 
However,  slot  machines  are  not  permitted  under  current  state  law  for  any  reason.  Accordingly, 
under  existing  law,  the  Nipmucs  would  be  permitted  to  offer  a  wide  variety  of  casino  style  games  on 
its  tribal  lands,  but  not  slot  machines,  if  it  entered  into  a  compact  with  the  state.  But,  if  state  law  is 
amended  to  permit  slot  machines  for  any  reason,  the  Nipmucs  also  would  be  able  to  offer  slot 
machines  on  its  tribal  lands  if  it  entered  into  a  compact  with  the  state. 

D.         Tribe-State  Compacts 

If  the  Commonwealth  is  called  on  to  negotiate  a  gaming  compact  with  a  tribe,  consideration 
should  be  given  to  whether: 
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1 .  The  state,  rather  than  the  tribe,  will  have  the  primary  responsibility  of  regulating  the 
tribal  gambling  activities,  including  the  licensing,  inspection,  operational, 
investigator)'  and  enforcement  responsibilities; 

2.  The  tribe  will  comply  with  all  relevant  state  and  local  laws  dealing  with  the  licensing, 
regulation,  inspection  and  operation  of  gambling  activities  and  gambling 
establishments,  and  will  be  subject  to  investigatory  and  enforcement  actions  of  the 
state; 

3.  The  tribe  will  comply  with  state  and  federal  wage  and  labor  laws,  or  other  standards 
that  may  be  negotiated,  and  other  public  safety,  health,  and  welfare  laws  that  may  not 
otherwise  apply  to  Native  American  tribes  and  tribal  lands:  and 

4.  A  percentage  of  gambling  revenues  will  be  paid  to  offset  local  and  state  costs 
attributable  to  tribal  gaming  activities. 

E.  Tribal  Regulation  of  Gaming 

IGRA  establishes  national  oversight  of  Indian  gaming  with  participation  from  the  National  Indian 
Gaming  Commission  (NIGC),  the  FBI,  the  Department  of  Justice,  and  the  Department  of  the  Interior. 
Moreover,  under  IGRA  and  the  NIGC's  regulations,  tribes  must  establish  their  own  regulatory 
apparatus  themselves. 

Survey  data  gathered  by  the  National  Indian  Gaming  Association  of  its  members  indicates  that  tribal 
governments  collectively  spend  at  least  $164  million  on  their  own  gaming  regulation  activities 
(including  the  salaries  of  at  least  2,800  commissioners  and  staff  nationwide).  Tribes  further  spend  at 
least  an  additional  $40  million  reimbursing  states  for  state  Indian  gaming  regulation  activity  and  S8 
million  on  the  activities  of  the  National  Indian  Gaming  Commission  (NIGA.  2002). 

More  relevant  to  the  questions  Massachusetts  faces,  the  level  of  state  involvement  in  Indian  gaming 
regulation  is  a  matter  of  state  power  and  subject  to  full  reimbursement  by  the  state's  gaming  tribes 
under  terms  specified  in  the  compact.  The  degree  of  state  regulation  of  tribal  gaming  varies  from 
state  to  state.  The  Michigan  compacts,  for  example,  only  require  that  tribes  post  signs  in  their 
casinos  announcing  to  patrons  that  Michigan  does  not  regulate  Indian  casinos  (GAO,  1998).  The 
Arizona  Department  of  Gaming  (ADOG),  on  the  other  hand,  regulates  Indian  gaming  under  the 
Arizona  tribal  compacts  (a  facility  cannot  open  unless  it  is  state-certified).  In  addition,  Arizona  is 
reimbursed  for  its  Indian  regulator}7  efforts  via  "device  assessments'*  submitted  by  the  tribes.  Thus, 
through  a  compact,  Massachusetts  may  be  afforded  the  ability  to  regulate  tribal  gaming  and  to  be 
reimbursed  by  the  tribe  for  its  regulatory  costs,  if  it  decides  that  state  regulation  is  preferable  to  tribal 
and  federal  regulation. 

F.  Other  Issues  to  be  Considered: 

Prior  to  enacting  a  comprehensive  gaming  control  act.  the  legislature  may  want  to  consider  several 
issues,  including: 
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Resolving  whether  the  1983  Settlement  Agreement,  as  implemented  by  the  state  and 
federal  governments,  modifies  the  Wampanoags"  right  under  IGRA  to  offer  Class  II 
and  Class  III  gaming  on  its  tribal  lands; 

Negotiating  agreements  with  the  Wampanoags.  Nipmucs.  or  other  tribes  likely  to 
obtain  federal  recognition,  under  which  they  are  provided  specified,  and  perhaps 
exclusive,  rights  to  offer  casino  style  gambling  in  certain  regions  of  the  state.  In  the 
absence  of  such  agreements,  the  state's  ability  to  control  expansion  of  tribal  gaming 
in  the  Commonwealth,  and  to  receive  revenue  streams  from  such  gambling,  may  be 
limited. 
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Part  Two 


ECONOMIC  DEVELOPMENT  IMPACT 


I.        Introduction 

Quantifying  the  economic  development  potential  of  expanded  gambling  is  a  complex  project.  The 
positive  economic  impact  of  any  large  development  is  difficult  to  determine  and  predictions  done 
before  development  are  notoriously  inaccurate.  The  quantification  of  economic  costs,  and  the  task  of 
assigning  relative  importance  to  diverse  and  unpredictable  impacts  of  gambling  and  development  on 
communities  and  individuals  are  also  challenging. 

It  may  well  be  that  using  the  economic  models  and  techniques  available  at  present,  it  will  be 
impossible  to  predict  the  exact  total  economic  development  potential  and  pitfalls  that  various  forms 
of  expanded  gambling  would  entail  for  the  Commonwealth  of  Massachusetts.  However,  a  review  of 
existing  literature  does  allow  for  some  conclusions  to  be  made  and  some  issues  identified  to  which 
legislators  and  planners  must  pay  careful  attention  in  the  event  that  gambling  expansion  is 
undertaken.  The  Economic  Development  Subcommittee  has  identified  major  potential  economic 
development  impact  areas  and  examined  them  in  light  of  the  most  likely  forms  which  expanded 
gambling  may  take  in  Massachusetts. 

First,  among  the  most  significant  positive  economic  development  contribution  that  gambling 
expansion  may  bring  to  the  Commonwealth  is  the  creation  of  high  quality  service  industry  jobs. 
Legislators,  city  and  town  officials,  private  citizens  and  industry  representatives  testified  before  the 
Commission  that  such  jobs  are  needed  throughout  the  state,  and  that  an  expansion  of  legalized 
gambling  has  the  ability  to  generate  them.  In  particular,  "destination"  casino  gambling,  and  to  a 
lesser  extent,  "racinos"  have  generated  significant  numbers  of  jobs  elsewhere  in  the  country.  Gaming 
industry  jobs  can  provide  wages,  health  care  and  retirement  benefits  far  superior  to  similar  service 
industry  jobs,  and  are  far  more  likely  to  do  so  when  workers  are  represented  by  a  union. 

Second,  the  type  of  gambling  option  chosen  by  the  state,  in  addition  to  its  placement,  will  have  the 
principal  role  in  determining  the  overall  economic  impact  of  gambling.  While  a  myriad  of  different 
forms  of  gambling  exist  within  the  regulator/  framework,  it  is  useful  to  have  working  definitions  for 
the  most  discussed  options.  NGISC  Final  report  defines: 

Destination  Resorts  as  '"those  tribal  or  commercial  casinos  that  offer  restaurants,  retail,  recreation, 
and/or  hotels  in  addition  to  a  number  and  variety  of  gambling  opportunities." 

Convenience  Gambling  is  defined  as  "legal  stand  alone  slot  machines,  video  poker,  video  keno,  and 
other  electronic  gambling  devices  (EGDs)"3 

Many  forms  of  gambling  exist  in  the  middle  ground  between  destination  resorts  and  stand-alone  slot 
machines  or  electronic  gambling  devices.  Some  lower  scale  riverboat  casinos  or  racetrack  casinos 
(Racinos)  are  really  little  more  than  a  room  full  of  slot  machines  and  approximate  convenience 
gambling.  Some  racinos  and  riverboats  are  analogous  to  smaller  land  based  casinos. 


National  Gambling  Impact  Study  Commission  Final  Report  June  18,  1998.  7-1,  7-4 
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While  this  report  will  study  and  debate  the  economic  impact  of  different  forms  of  gambling,,  the 
impact  of  convenience  gambling  appears  clear.  As  the  NGISC  noted: 

No  economic  benefit  to  either  place  or  a  person  was  advanced  by  proponents  of 
convenience  gambling.  There  are  no  national  statistics  that  indicate  the  specific 
impacts  of  neighborhood  gambling  and  there  are  few  significant  state-wide  studies. 

Rose  echoes  this  view  stating  "...  smaller,  less  elaborate  operations  are  in  the  category  of 
■"convenience"  casinos,  as  opposed  to  tourist  draws,  and  simply  recirculate  local  dollars  primarily 
from  customers  that  are  most  prevalently  minorities  with  low  income."' 


Gambling  has  other  economic  development  impacts  that,  while  undeniable,  are  much  more  difficult 
to  quantify.  While  the  direct  economic  effects  are  complicated  to  determine,  calculation  of  the 
indirect  impacts  of  expanded  gambling  are  even  more  difficult  to  determine  owing  to  the  complexity 
of  the  economic  models  necessary  to  accurately  predict  the  substitution,  recapture  and  multiplier 
effects.6  At  the  request  of  the  National  Gambling  Impact  Study  Commission  (NGISC),  Adam  Rose 
&  Associates  conducted  a  literature  review  of  the  economic  impacts  of  casino  gambling.  While 
noting  the  complexity  of  the  process,  Rose  determined  "A  sufficient  number  of  properly  done 
studies,  as  well  as  adjustments  in  the  findings  of  some  flawed  studies,  enable  me  to  state  the 
conclusion:  a  new  casino,  of  even  limited  attractiveness  and  placed  in  a  market  that  is  not  already 
saturated,  will  yield  positive  economic  benefits  on  net  to  its  host  economy."  (emphasis  in  original ) 


II.        Employment  Opportunity 

The  potential  of  expanded  gambling  to  create  new  jobs  in  the  Commonwealth  has  been  cited  as  an 
important  positive  contribution  to  economic  development,  both  in  economic  studies  and  by  citizens 
testifying  before  the  Commission.  The  Economic  Development  Subcommittee  has  attempted  to 
examine  the  effects  of  various  types  of  gambling  expansion  in  terms  of  number  of  jobs  created,  and 
in  terms  of  the  quality  of  those  jobs. 

A.         Number  of  Jobs  Potentially  Generated  by  Gambling  Expansion 

In  its  Report,  the  National  Gambling  Study  Commission  concluded  that  the  casino  and  racing 
industries  are  the  most  labor-intensive  forms  of  gambling,  and  that  destination  resort  casinos  create 
more  jobs  than  other  forms  of  gambling  such  as  convenience  gambling.  The  Commission 
recommended,  "to  state,  local  and  tribal  governments  that  ...they  should  recognize  that  lotteries. 
Internet  gambling,  and  non-casino  electronic  gambling  devices  do  not  create  a  concentration  of  sood 
quality  jobs  and  do  not  generate  significant  economic  development.8 


NGISC  Final  Report  7-10 

Adam  Rose  and  Associates  The  Regional  Impacts  of  Casino  Gambling:  Assessment  of  the  Literature  and 
Establishment  of  a  Research  Agenda,  p.  7 

See  Rose,  pp.  9-1 1  for  an  excellent  review  of  the  various  methodological  approaches  used  in  these  studies 

7  Rose.  p.  31 

8  NGISC  Final  Report  p.  7-30 
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1.  Creation  at  Casinos 

A  study  analyzing  the  effects  of  the  legalization  of  a.single  destination  casino  resort  in  Southeastern 
Massachusetts  estimated  that  3,800  full-time  jobs  would  be  created  during  the  construction  period 
and  9,000  full  and  part  time  jobs  would  be  created  in  the  first  full  year  of  operations.9  By  way  of 
comparison,  Atlantic  City's  largest  casino,  the  Trump  Taj  Mahal,  employs  6,067  workers  in  the 
casino  (with  a  total  of  6, 1 3  3  slot  machines,  video  poker  machines  and  table  games),  1 200-room  hotel 
and  ten  restaurants.10 

2.  Job  Creation  at  "Racinos" 

The  State  Racing  Commission  estimates  that  more  than  8,000  people  are  employed  by  the  four 
Massachusetts  tracks  either  directly  or  in  supporting  industries.  The  Commission  was  unable  to 
locate  a  study  of  the  potential  number  of  jobs  generated  at  the  state's  tracks  by  the  addition  of  slot 
machines,  but  the  experience  of  other  states  indicates  that  the  number  may  be  substantial  if  the 
addition  of  slot  machines  is  accompanied  by  the  type  of  development  that  has  taken  place  in  states 
such  as  Delaware  or  West  Virginia,  to  use  just  two  examples.  For  instance,  employment  at  the 
Dover  Downs  racino  in  Delaware  jumped  from  1 1 1  in  1995  -  before  the  addition  of  video  lottery 
terminals  and  ancillary  development  components  -  to  1,100  in  2002,  when  the  facility  included  a 
hotel  with  conference  center,  5  dining  options  and  2,000  video  lottery  terminals." 

B.         Job  Quality  in  the  Gambling  Industry 

There  is  a  qualitative  element  to  the  economic  development  benefit  of  job  creation,  as  well.  During 
the  public  hearing  process,  the  Commission  heard  testimony  from  citizens  expressing  concern  that 
the  new  jobs  created  by  gambling  expansion  might  be  of  poor  quality.  This  is  an  important  public 
policy  concern,  and  a  vital  issue  for  the  community  or  communities  that  may  host  an  expanded 
industry.  How  would  these  new  jobs  compare  with  existing  jobs  in  the  Commonwealth  and  across 
the  country,  and  with  similar  jobs  in  the  gambling  industry?  The  Subcommittee  examined  three 
measures  of  job  quality  in  order  to  make  this  assessment:  wages,  health  insurance  coverage  and 
pension  coverage. 

1.  Job  Quality  in  the  Commercial  Gambling  Industry 

a.  Wages 

The  Hotel  Employees  and  Restaurant  Employees  International  Union  conducted  job  quality  studies 
in  two  major  casino  markets,  Nevada  (focusing  on  Las  Vegas)  and  Atlantic  City,  whose  union 
density  is  considerably  higher  than  in  other  cities — 60%  and  100%,  respectively.  These  comparisons 
addressed  the  quality  of  wages,  health  insurance  and  pension  coverage  in  unionized  resort  casino 
jobs  as  compared  with  gambling  jobs  generally  and  with  other  comparable  service  sector  jobs.  In 
terms  of  wages,  the  study  found  that  for  Union  Housekeepers  in  Atlantic  City,  real  income  grew  by 


Deloitte  &  Touche,  A  Massachusetts  Economic  Development  Initiative:  Impacts  Resulting  from  the  Development 
of  a  Gambling  and  Entertainment  Center  in  Southeastern  Massachusetts,  July  12.  2001. 

New  Jersey  Casino  Control  Commission,  Jefferies  &  Co.,  Hotel  Employees  and  Restaurant  Employees  Union 
Local  54. 
"  Dover  Downs  Investor  Presentation.  November  2002. 
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100.4%  between  1977  and  1 996  (it  is  likely  that  a  large  part  of  this  jump  is  attributable  to  the  initial 
opening  of  the  casinos  in  Atlantic  City  in  1977).  During  this  period,  real  income  for  private, 
nonsupervisory  workers  in  the  broad  service  sector  grew  by  10.1%  in  the  nation  and  16.0%  in  the 
state  of  New  Jersey.  Between  1989  and  1996,  real  income  for  service  workers  in  the  United  States 
and  New  Jersey  has  declined,  while  real  income  for  Atlantic  City's  union  Cooks  and  Housekeepers 
continued  to  rise.1" 

Table  2-1.  Real  Income  Growth,  1977  to  1996,  Union  Gambling  Workers  &  U.S.  Service 

Sector  Workers  J 


Real  Income  Growth 
19""  to  1996 

Atlantic  City  Union  Cook 

115.0% 

Atlantic  City  Union  Housekeeper 

100.4% 

United  States  Service  Worker 

10.1% 

New  Jersey  Service  Worker 

16.0% 

In  Las  Vegas,  a  hotel-casino  worker  earned  significantly  higher  wages  than  similar  workers  in  the 
country  as  a  whole,  making  $5,060  more  per  year  than  the  average  hotel  worker  in  the  U.S.14  While  a 
portion  of  the  wage  premium  received  by  Las  Vegas  casino  workers  may  be  due  to  the  profitability 
of  the  gambling  industry,  the  evidence  strongly  suggests  that  the  high  rate  of  union  membership  has 
played  an  important  role  in  elevating  workers  wages.  The  Economic  Policy  Institute  analyzed  the 
hourly  average  wage  for  gaming-related  jobs  in  Las  Vegas  and  Reno,  Nevada.  They  found  that  Las 
Vegas  gaming  workers  earned  32%  more  than  workers  in  Reno  where  the  unionization  rate  was  only 
2%.  Another  study,  by  the  AFL-CIO  Working  for  America  Institute,  found  the  median  wage  rate  for 
Biloxi  and  Gulfport,  Mississippi  casino  jobs  -  which  are  entirely  non-union  -  was  roughly  half  the 
amount  earned  by  unionized  Las  Vegas  casino  workers. 

b.  Health  Insurance 

The  availability,  quality  and  cost  of  health  insurance  is  another  major  factor  in  overall  job  quality.  In 
2000,  the  most  recent  year  for  which  this  figure  is  available,  only  47%  of  blue-collar  and  service 
employees  nationwide  had  medical  care  benefits  (nonsupervisory  casino  employees  would  fall  into 
this  category  of  worker).13  For  some  years  now,  Massachusetts  has  maintained  a  level  of  health 
insurance  coverage  higher  than  the  national  average — currently,  8.7%  of  adults  and  3.2%  of  children 
in  Massachusetts  lack  insurance  coverage,  compared  with  a  14.6%  national  rate. 16  Yet  these  figures 
reflect  an  increase  in  the  number  of  uninsured  persons  in  our  state  in  the  past  two  years.  In  the  past 
year,  cuts  in  state  funding  for  Medicaid  (and  the  concomitant  decrease  in  federal  matching  funds)  are 
predicted  to  increase  those  numbers  further,  placing  additional  strain  on  hospitals  and  the  state  to 


i; 


"HERE  trust  funds;  comparative  data  from  Economic  Policy  Institute  merged  Outgoing  Rotation  Group  of  the 

Current  Population  Survey  for  1993-1997.  Income  figures  are  in  constant  1996  dollars" 

J  HERE  Local  54;  Economic  Policy  Institute  analysis  of  March  Current  Population  Survey 

'"HERE  trust  funds;  comparative  data  provided  by  the  Economic  Policy  Institute.  EPI  analysis  of  merged  Outgoing 

Rotation  Group  of  the  Current  Population  Survey  for  1993-1997.  Income  is  in  constant  1997  dollars." 

U.S.  Department  of  Labor  Bureau  of  Labor  Statistics. 

Massachusetts  Division  of  Health  Care  Finance  and  Policy,  preliminary  results.  Massachusetts  Survey  of  Health 
nsurance  Status,  2002. 
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cover  the  costs  of  health  care  for  the  uninsured  through  a  joint  state-  and  hospital-funded  '"free  care 
pool."17 

Even  those  workers  covered  by  employer-provided  health  insurance  are  struggling  to  keep  up  with 
rising  costs.  According  to  the  Massachusetts  Division  of  Health  Care  Finance  and  Policy,  employees 
in  the  private  sector  have  been  shouldering  an  increasing  percentage  of  rising  health  care  premium 
costs,  with  average  annual  employee  contributions  to  health  care  premiums  rising  1 6%  for  individual 
coverage  and  24%  for  family  coverage,  from  the  year  2000  to  2001 .  These  increases  are  due 
substantially  to  the  rising  costs  of  health  care,  but  are  also  partially  due  to  a  shift  in  the  distribution  of 
premium  costs  for  family  insurance,  with  the  employers"  share  of  premium  costs  decreasing  by  2% 
from  2000  to  2001. 18  In  Massachusetts,  employees'  average  monthly  premium  contribution  for 
family  health  insurance  was  $172.83  in  2001.  which  is  consistent  with  the  national  average. 1S 

A  survey  of  HERE"s  Atlantic  City  membership  conducted  in  December  1997  found  that  83.0%  of 
those  working  in  Atlantic  City  casinos  were  covered  by  fully  employer-paid  family  health  insurance 
in  1 996.  In  the  U.S.  as  a  whole  at  that  time,  just  1 1 .5%  of  service  workers  were  covered  by  family 
health  insurance  that  was  fully  paid  by  the  employer,  and  12.5%  of  New  Jersey  service  workers  were 
so  covered.  43.3%  of  U.S.  service  workers  and  44.2%  of  New  Jersey  service  workers  were  covered 
by  some  kind  of  employer-  or  union-provided  insurance. 


Table  2-2.  Workers'  Share  of  Health  Insurance  Premium  Pavment,  1996 
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Portion  Paid 

by 

Emplo\er 

1996  Atlantic  City 

Union  Casino  Worker 

Health  Insurance  Coverase 

1996  United  States 

Service  Worker 

Health  Insurance  Coverage 

1996  New  Jersey 

Sen  ice  Worker 

Health  Insurance  Coverage 

All 

83.0% 

11.5% 

12.5% 

Pan 

0.0% 

28.9% 

29.4% 

None 

0.0%                                                 2.8% 

2.3% 

TOTAL 

83.0% 

43.4% 

44.2% 

After  the  most  recent  negotiations  with  hotel-casino  employers  in  Las  Vegas.  91%  of  union  casino 
employees  are  covered  by  health  insurance,  including  family  health  insurance,  for  which  the 
employer  pays  the  entire  premium.  Because  premiums  have  been  rising  at  such  rapid  rates,  the 
maintenance  of  fully  employer-paid  premiums  for  nearly  even'  single  employee  represents  a 
substantial  increase  in  the  employer's  contribution  rate,  which  was  achieved  through  collective 
bargaining 

c.  Pension  Coverage 

In  terms  of  pension  coverage,  unionized  employees  at  large  commercial  destination-resort  casinos 
again  tended  to  fare  better  than  their  counterparts  in  similar  jobs  across  the  country.  As  of  1996. 
93.2%  of  HERE  members  in  Atlantic  City  were  covered  by  a  defined  benefit  pension  plan  paid  for 


The  cost  of  free  care  provided  by  hospitals  is  predicted  to  rise  by  21  percent  in  the  next  two  years,  by  the 
Massachusetts  Department  of  Health  and  Human  Services  and  the  Massachusetts  Hospital  Association. 

Massachusetts  Division  of  Health  Care  Finance  and  Policy.  2001  Employer  Health  Insurance  Survey. 

Massachusetts  Division  of  Health  Care  Finance  and  Policy,  2001  Employer  Health  Insurance  Survey;  U.S. 
Department  of  Labor  Bureau  of  Labor  Statistics. 

HERE  Local  54:  Economic  Policv  Institute  analvsis  of  March  Current  Population  Survev 
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by  their  employer.  Currently,  100%  of  union  hotel-casino  employees  in  Las  Vegas  are  covered  by  a 
defined  benefit  pension  plan.21  According  to  Labor  Department  data,  only  48%  of  workers  in  the 
private  sector  are  covered  by  any  type  of  retirement  plan,  and  only  1 9%  are  covered  by  a  defined 
benefit  pension."" 

d.  Conclusions  on  job  quality  in  the  gambling  industry 

As  the  NGISC  Final  Report  shows,  the  gambling  industry  has  the  ability  to  make  significant 
contributions  to  economic  development  by  creating  jobs  with  good  wages  and  benefits,  creating  a 
standard  of  living  for  workers  that  allows  them  to  support  themselves  and  their  families  without 
relying  on  public  assistance,  state-funded  health  care  programs  and  emergency  medical  services.  The 
Commission  found  that  "within  the  casino  industry,  destination  resorts  tend  to  create  more  and  better 
quality  jobs  than  other  kinds  of  casinos,"  and  recommended  "to  state,  local  and  tribal  governments 
that... they  should  recognize  that,  especially  in  economically  depressed  communities,  casino 
gambling  has  demonstrated  the  ability  to  generate  economic  development  through  the  creation  of 
quality  jobs."2 

The  Subcommittee  was  unable  to  obtain  any  studies  providing  details  about  wages,  the  cost, 
availability  and  quality  of  health  insurance  coverage,  or  the  level  of  retirement  benefit  coverage  in 
the  tribal  gambling  sector.  Direct  comparison  of  wages  and  benefits  between  commercially  owned 
and  operated  casinos  and  tribal  casinos  is  difficult.  With  respect  to  wages,  the  National  Opinion 
Research  Council  conducted  a  casino  survey,  dividing  the  respondents  into  three  groups:  top  25 
revenue-producing  casinos,  other  commercial  casinos  and  tribal  casinos.  Wages  in  the  first  group,  of 
which  all  but  four  casinos  are  unionized,  averaged  $26,000  compared  with  $20,500  for  the  second 
group  and  $18,000  for  the  tribal  casinos." 

The  lack  of  information  on  the  tribal  gambling  industry  is  primarily  due  to  reluctance  on  the  part  of 
tribes,  the  National  Indian  Gambling  Association,  and  the  National  Indian  Gambling  Commission  to 
share  information  that  they  consider  to  be  proprietary.  As  the  National  Gambling  Impact  Stuc 
Commission  notes  in  its  Report,  tribes  declined  to  supply  the  Commission  with  information 
requested  on  these  subjects.""'  So  although  it  is  possible  to  compare  the  wages  and  benefits  of  union 
casino  workers  with  service  workers  generally,  it  is  difficult  to  compare  those  of  workers  doing 
similar  jobs  in  tribal  casinos.  In  its  examination  of  job  quality  issues  in  the  gambling  industry,  the 
National  Gambling  Impact  Study  commission  recommended,  "communities  with  legal  gambling  or 
that  are  considering  the  legalization  of  gambling  should  look  to  cooperation  between  labor  unions 
and  management  as  a  means  for  protecting  job  quality."" 


1  HERE  trust  funds;  comparative  data  provided  by  the  Economic  Policy  Institute.  EPI  analysis  of  merged  Outgoing 
Rotation  Group  of  the  Current  Population  Survey  for  1993-1997.  Income  is  in  constant  1997  dollars. 
12  U.S.  Department  of  Labor,  Bureau  of  Labor  Statistics,  Employee  Benefits  Survey,  2000. 
22  NGISC  Final  Report  p.  7-30. 

24  NORC  Report. 

25  NGISC  Final  Report  p.  7-3. 
20  NGISC  Final  Report  p.  7-31. 
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C.         Potential  State  Revenue  Effects  of  Expanded  Gambling 

There  has  been  little  publicly  available  information  on  the  potential  casino  gambling  market  in 
Massachusetts,  and  that  which  exists  has  been  compiled  by  gambling  industry  sources.  While  a 
number  of  studies  regarding  the  total  revenue  return  from  expanded  gambling  are  described  in  the 
Fiscal  Impact  Chapter  (below)  it  is  worth  summarizing  these  findings  here  since  the  total  gambling 
revenue  will  have  an  impact  on  the  economic  development  that  expanded  gambling  is  likely  to 
generate. 

A  2001  study  by  Deloitte  &  Touche  estimated  one  southeastern  Massachusetts  tribal  gambling 
facility  would  generate  gambling  revenues  of  $905  million  and  total  facilitv  revenues  of  $1 .05  billion 
in  the  first  full  year  of  operations.  This  estimate  assumes  such  a  facility  will  include  amenities 
roughly  comparable  to  the  two  tribal  casinos  in  Connecticut,  which  would  be  necessary,  in  our 
opinion,  in  order  to  compete  with  these  facilities  and  to  theoretically  recapture  revenues  spent  by 
Massachusetts  residents  in  that  state  (to  which  we  will  return  below). 

As  noted  in  the  Fiscal  Impact  chapter,  other  recent  studies  conducted  on  behalf  of  gaming  proponents 
found  potential  total  gambling  revenue  ranging  from  a  low  of  $360  million  (for  a  scenario  with  a 
total  of  4,000  slots  at  the  racetracks)  to  a  high  of  $91 1 .6  million  (for  a  scenario  with  a  total  of  6,000 
slots  at  the  tracks  and  a  3,000  slot  casino  in  Southeastern  Massachusetts)." 

While  it  is  not  Massachusetts-specific,  or  even  directly  transferable  to  this  state  for  that  matter,  we 
also  looked  at  estimated  2002  revenues  from  casino  and  racino  gambling  facilities  in  Detroit,  West 
Virginia  and  Connecticut  for  a  general  sense  of  the  revenue  potential  from  various  types  of  gambling. 
We  chose  these  particular  markets  since  they  appeared  to  most  closely  resemble  the  possible  forms 
of  gambling  contemplated  for  Massachusetts:  Detroit  with  its  three  commercial  gambling  facilities  in 
a  single  urban  setting,  West  Virginia  with  its  four  racinos  spread  throughout  the  state,  and 
Connecticut  with  its  two  tribal  casinos  in  relative  proximity  and  in  previously  little-developed 
localities. 

Table  2-3.  2002  Estimated  Revenues  from  Select  Gambling  Markets" 


Market 

2002  Estimated  Revenues 

Forms  of  Gambling 

Detroit 

$  1,717.8  million 

3  commercial  casinos 

West  Virginia 

$  605.5  million 

4  racinos 

Connecticut 

S  1.988.2  million 

2  tribal  casinos 

A  May  2002  Harvard  University  study,  prepared  for  a  Massachusetts  tribal  government,30  indicated 
Massachusetts  residents  contributed  $737  million  in  revenues  to  casinos  run  by  Indian  tribal 


Deloitte  &  Touche,  "A  Massachusetts  Economic  Development  Initiative:  Impacts  Resulting  From  the 
Development  of  a  Gambling  and  Entertainment  Center  in  Southeastern  Massachusetts:  Analysis  Performed  For  A 
Native  American  Joint  Venture  Partnership."  July  12.  2001. 

See  the  Cummings  Associates  April,  2002  study;  Estimate  from  Walk  Hawkins  of  International  Game  Technology 
and  New  England  Horsemen's  Benevolent  and  Protective  Association  study,  all  cited  in  the  Fiscal  Impact  Chapter. 

Jefferies  &  Company,  Equity  Research,  "Gambling  and  Leisure  Industry,"  October  2002. 

"Public  Policy  Analysis  of  Indian  Gambling  in  Massachusetts:  A  Report  to  the  Wampanoag  Tribe  of  Gay  Head." 
by  The  Harvard  Project  on  American  Indian  Economic  Development.  Harvard  University.  May  13,  2002. 
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governments  in  Connecticut  last  year.  The  Deloitte  &  Touche1'  study  found  the  amount  to  be  $676 
million,  and  estimated  slot  machine  play  by  Massachusetts  residents  generated  32%  of  the  total 
revenues  in  that  market.  It  also  found  Massachusetts  residents  comprised  a  full  75%  of  the  patrons  at 
Rhode  Island's  two  gambling  facilities,  contributing  $146  million  in  2001  video  lottery  terminal 
revenues.  All  told,  it  suggests  40%  of  2001  Connecticut  and  Rhode  Island  gambling  revenues  ($822 
million)  came  from  residents  of  this  state. 

Were  Massachusetts  to  legalize  gambling,  we  would  expect  some  portion  of  the  revenues  generated 
to  be  ••recaptured"'  revenues  from  Massachusetts  gamblers  spent  in  nearby  gambling  markets  in 
Connecticut  and  Rhode  Island.  The  type  of  gambling  approved  will  likely  impact  the  extent  to  which 
these  revenues  are  recaptured.  For  example,  a  recent  survey  by  gambling  company  Harrah's 
Entertainment32  indicates  that  in  2001  Massachusetts  residents  gambled  roughly  equal  to  the  national 
rate  of  27%.  Harrah's  further  surmises  that  1.3  million  Massachusetts  gamblers  generated  4.8 
million  gambling  trips,  predominantly  to  Connecticut  and  Rhode  Island  casinos,  with  Boston 
gamblers  accounting  for  70%  of  these  trips.  A  destination-type  casino  in  the  Boston  area  would 
seem  to  have  a  better  opportunity  to  recapture  spending  by  Boston  gamblers,  for  instance.  The 
Deloitte  &  Touche  study,  on  the  other  hand,  assumes  virtually  all  of  the  revenues  generated  from 
Massachusetts  gamblers  in  neighboring  states  will  be  recaptured  by  a  similarly  situated  tribal  casino 
facility  in  Southeastern  Massachusetts.  It  also  suggests  Massachusetts  gamblers  will  wager  at  an 
increased  rate  given  the  closer  proximity  to  an  operating  casino. 

From  the  research  we  have  seen  it  appears  that  demand  for  gambling  in  Massachusetts  will  come 
primarily  from  residents  of  neighboring  states  who  live  within  200  miles  of  any  gambling  facilities, 
absent  unlimited  legalization  of  gambling  in  Massachusetts  to  make  the  state  a  gambling  destination 

0  0  0  w  ._ 

such  as  Las  Vegas,  which  is  unlikely  in  our  view.  That  potential  market  includes  a  total  population 
of  2 1 .6  million  visitors.  More  detailed  studies  on  the  possible  capture  of  spending  from  tourists  that 
originate  from  further  afield  should  be  performed  as  part  of  any  site  selection  process. 


III.       Potential  Effects  on  Existing  Gambling  Industries 

A.         Potential  Effect  on  Lottery  Revenues 

The  potential  impact  of  expanded  gambling  on  the  lottery  is  described  at  some  length  in  the  chapter 
of  Fiscal  Impacts  (below).  While  certainly  not  conclusive,  we  think  the  statistics  ultimately  show  the 
Massachusetts  lottery  may  have  a  slight  decline  in  revenues  and  growth  rates  from  the  potential 
introduction  of  casino  gambling  in  Massachusetts.  In  addition  the  available  data  strongly  indicate 
that  any  losses  to  lottery  revenue  could  be  more  than  made  up  for  by  increased  tax  revenue  from 
slots.  Given  the  importance  of  lottery  revenues  to  Massachusetts  and  its  localities,  the  State  Lottery 
Commission  may  want  to  explore  a  "hold  harmless  clause"  for  the  benefit  of  Massachusetts  towns 
and  cities  to  ensure  minimal  disruption  to  the  Local  Aid  revenues  portioned  from  the  lotterv,  in  the 
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•'A  Massachusetts  Economic  Development  Initiative:  Impacts  Resulting  From  the  Development  of  a  Gamblins 
and  Entertainment  Center  in  Southeastern  Massachusetts:  Analysis  Performed  For  A  Native  American  Joint  Venture 
Partnership."  Deloitte  &  Touche,  July  1 2.  200 1 . 
1  "Harrah's  Survey:  2002  Profile  of  the  American  Gambler."  Harrah's  Entertainment. 
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event  legalized  gambling  is  expanded.  A  hold  harmless  clause  would  guarantee  that  cities  and  towns 
would  receive  the  same  level  of  funding  that  the  State  Lottery  had  previously  provided.  If  lottery 
revenues  did  decrease,  the  funding  for  cities  and  towns  could  be  supplemented  with  tax  revenues 
from  the  expanded  gambling  operations. 

B.         Potential  Impact  of  Casino  Gambling  on  Massachusetts  Racetracks 

While  the  economic  impact  of  Massachusetts'  racetracks  to  this  state  will  be  examined  below,  we 
should  also  note  the  advent  of  casino  gambling  in  Massachusetts  in  locations  other  than  the 
racetracks  -  and  to  the  exclusion  of  the  racetracks  -  could  have  the  slight  and  unwelcome  effect  of 
exacerbating  the  well-documented  decline  of  this  state's  racing  industry. 

Commission  Member  Rev.  Richard  McGowan  has  studied  the  impact  of  riverboat  gambling  in 
Indiana  and  its  effect  on  the  established  racing  industry  in  adjacent  Kentucky.  McGowan' s  study- 
examined  the  impact  on  the  two  Kentucky  racing  operations  -  Turfway  Park  and  Sports  Spectrum  - 
that  are  closest  to  the  Indiana  border  from  the  riverboat  casinos  which  opened  there  in  1996.  The 
results  were  mixed.  While  Turfway  Park's  daily  handle  suffered  a  40%  decline  after  the  riverboat 
openings,  McGowan  concludes  riverboat  casino  openings  "have  had  little  effect  on  Sports 
Spectrum's  handle.''0"  The  availability  of  casino  gambling  at  locations  other  than  racetracks  is  likely- 
one  of  many  contributing  factors  for  the  general  decline  of  the  racing  industry,  although  not 
necessarily  the  most  important  one.  Representative  Bosley  concluded  in  his  1997  memo, 

'The  racing  industry  has  had  to  enlarge  the  field  of  its  products  in  order  to  sustain 
any  growth.  But  this  is  not  unique  to  Massachusetts;  the  trends  here  are  a  mirror 
image  of  the  national  picture.  Nationwide,  the  level  of  betting  on  live  races  is  down 
as  compared  to  ten  years  ago  while  wagering  on  simulcast  racing  at  satellite  tracks 
has  skvrocketed.'°4 

Conversely,  the  placement  of  video  lottery  terminals  and  slot  machines  at  racetracks  does  not  appear 
to  have  had  the  effect  of  increasing  attendance  or  handle  at  live  races  (as  opposed  to  simulcast), 
although  it  could  be  argued  such  games  have  generated  visits  that  have  helped  staunch  the  downward 
trends.  The  Dover  Downs  facility  in  Delaware,  one  of  the  leading  racinos  in  the  nation,  installed 
video  lottery  terminals  in  1996.  Despite  a  massive  increase  in  visits  to  the  facility,  handle  and 
attendance  for  live  races  is  still  below  the  racetracks'  1995  levels,  as  the  chart  below  indicates. 


Table  2-4.  Dover  Downs  Racino  Handle  &  Attendance  Figures 
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1995 

2002 

Annua!  Visits  to  Facilitv                                   43.600 

2.8  million 

Handle  for  Live  Races                                     S  38.000 

S  29.400 

Handle  for  Export  Races                                        $  0 

S  540.100 

Attendance  for  Live  Races                                  713 

458 

Note:  Dover  Downs  did  not  export  races  in  1995 


Richard  G.  McGowan.  S.J..  "The  Social  and  Economic  Contribution  of  Suffolk  Downs  Racecourse  to 
Massachusetts."  Boston  College  Department  of  Economics. 

Representative  Daniel  E.  Bosley,  Memorandum  to  Speaker  Finneran  Re:  Gambling  Proposals,  April  28,  1997. 
3    Information  from  Dover  Downs.  November  7-8,  2002. 


Page  24 


This  is  not  to  say  the  advent  of  racino  gambling  has  harmed  the  racing  industry,  only  that  racino 
gambling  in  itself  does  not  appear  to  have  increased  attendance  and  handle  at  live  races.  The  very 
real  benefits  to  the  racing  industry  from  casino-style  gambling  -  in  the  form  of  increased  racing  days, 
purses  and  competition  -  are  documented  below  in  this  report. 

C.         Potential  Effects  of  Slot  Machines  on  Massachusetts'  Racing  Industry 

Massachusetts'  racing  industry  generated  over  $615  million  in  revenue  in  2001.  The  industry  is 
estimated  to  employ  more  than  8,000  people  directly  or  through  supporting  industries/ 
Representatives  and  employees  of  the  racing  industry,  including  trainers,  racing  officials, 
veterinarians,  and  vendors  and  suppliers  to  the  tracks,  testified  to  the  numerous  benefits  to  the  state's 
economy  supported  by  the  tracks.  They  expressed  concern  that  the  tracks  may  be  negatively 
impacted  by  the  introduction  of  casino  gambling  (the  Subcommittee  examined  data  relevant  to  this 
concern — see  "Potential  Impact  of  Casino  Gambling  on  Massachusetts'  Racetracks"  above).  Many 
proposed  that  the  state's  racetracks  be  included  in  an  expansion  of  legalized  gambling,  with  the  most 
frequent  proposal  being  the  addition  of  slot  machines  at  one  or  more  of  the  tracks.  Racing  industry 
proponents  of  expanding  gambling  to  include  slot  machines  at  the  state's  racetracks  explained  that 
the  use  of  additional  gambling  revenue  from  slot  machines  enables  the  tracks  to  improve  their 
facilities  and  offer  better  purses  and  more  racing  days,  thereby  attracting  better  talent  and  improving 
the  overall  quality  of  the  racing  offered. 

It  appears  that  in  other  states,  the  expansion  of  legalized  gambling  to  permit  the  operation  of  slot 
machines  or  slot-like  "Video  Lottery  Terminals'"  at  existing  racetracks  has  had  a  positive  effect  on 
the  tracks.  Commission  Member  Richard  McGowan  examined  the  effects  of  slot  machines  at 
Delaware's  three  racetracks  and  found  that  net  proceeds  more  than  doubled  at  the  state's 
thoroughbred  racing  track  in  the  two  years  immediately  following  the  opening  of  operations  in  1 996, 
from  [$5  million  to  $13  million  per  month].  Delaware's  two  harness  racing  tracks  saw  increases  of 
similar  proportions."3  McGowan  notes  that  a  portion  of  revenue  from  Delaware's  slot  machine 
operations  is  used  to  improve  facilities  and  purses  at  the  racetracks,  thereby  enhancing  the  racing 
industry  and  protecting  existing  jobs  in  the  industry.  For  example.  Delaware's  Dover  Downs  had  145 
live  race  days  in  2002,  compared  with  43  in  1 995,  before  the  track  operated  Video  Lottery  Terminal 
games.  Dover  Downs'  total  season  purse  increased  to  $22.7  million  this  year,  from  $380,000  in 
1995. 

The  Commission  also  heard  testimony  opposing  the  permission  of  slot  machines  at  the  state's  tracks. 
One  criticism  unique  to  this  option  for  gambling  expansion  holds  that  the  state  should  not 
"subsidize"  an  industry  that  is  experiencing  a  natural  decline  in  competition  with  other  forms  of 
gambling  or  other  forms  of  entertainment.  It  must  be  recognized  that  Massachusetts"  tracks 
increasingly  are  competing  with  tracks  in  neighboring  states,  whose  purses  and  infrastructure  are 
enhanced  by  revenue  from  slot  operation  or  revenue  sharing  with  other  gambling  operations  within 
the  state.    Looked  at  in  this  context,  it  may  be  argued  that  extending  the  license  to  operate  slot 


6  Massachusetts  State  Racing  Commission 


Richard  McGowan,  S.J.,  "The  Social  and  Economic  Contribution  of  Suffolk  Downs  Racecourse  to 
Massachusetts,"  [1998]. 
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machines  to  the  state's  tracks  will  have  the  effect  of  enabling  the  state's  tracks  to  match  their 
competitors  in  other  states  in  terms  of  purses  and  racing  days,  rather  than  subsidizing  them. 


IV.      Potential  Effects  on  Cities  and  Towns 

A.         The  Substitution  Effect 

Many  gambling  critics  dispute  the  purported  economic  benefits  of  expanded  gambling,  stating  that 
the  economic  benefits,  if  any,  are  overstated  because  of  a  failure  to  assess  the  negative  impacts  of 
gambling  on  existing  area  businesses. 

Perhaps  the  most  widely  noted  example  of  this  phenomenon  is  the  impact  on  local  business  from  the 
introduction  of  casino  gambling  in  Atlantic  Citv  in  1 978.  In  testimonv  before  the  National -Gambling 
Impact  Study  Commission,  Joseph  Faldetta,  the  President  of  the  Atlantic  City  Restaurant  and  Tavern 
Association  stated: 

Atlantic  City  restaurants  and  taverns  experienced  staggering  declines  in  the  past  19 
years  of  casino  gambling.  The  1978  directory  listed  311  taverns  and  restaurants  in 
Atlantic  City.  Nineteen  years  later,  there  are  only  66  remaining,  despite  the  promise 
that  gambling  would  be  good  for  the  city's  own. . . .  Casino  gambling  revenue  is  used 
to  subsidize  beverages  and  entertainment,  operations  in  their  hotel.  We,  of  course,  are 
prohibited  from  conducting  gambling  operations  in  our  establishments  and  are 
offered  no  compensating  privilege  to  be  competitive. 

The  National  Opinion  Research  Council  (NORC)  study  conducted  at  the  request  of  the  NGISC 
echoed  some  of  these  concerns  citing  "a  drop-off  in  income  from  restaurants  and  bars,  which  may  be 
losing  business  to  the  food  and  beverage  services  in  casinos  and  hotel."'  These  concerns  were  also 
voiced  at  the  Massachusetts  Gambling  Study  Commission's  Fall  River  Public  Hearing  on  December 
3,  2002  and  at  the  Boston  Public  Hearing  on  December  12,  2002. 

The  substitution  effect  depends  on  the  percent  of  casino  patrons  who  would  otherwise  be  purchasing 
the  goods  and  services  in  the  community  that  is  host  to  the  casino.  If  a  large  percent  of  the  casino 
patrons  live  near  the  casino  there  is  a  higher  likelihood  of  a  negative  substitution  effect.  It  should  be 
noted,  however,  that  if  local  casino  patrons  would  otherwise  have  left  their  area  to  gamble  this 
discretionary  income,  this  money  is  "recaptured"  income  and  is  a  net  positive  to  the  community. 

The  composition  of  gambling  population  depends  heavily  on  the  type  of  casino  introduced.  On  this 
point  there  appears  to  be  a  great  deal  of  consensus — a  destination  resort  is  far  more  likely  to  attract  a 


Testimony  of  Jospeh  Faldetta  to  the  "National  Gambling  Impact  Stud  Commission,  Atlantic  Citv,  N.J.  (Januarv  22, 
1998). 

National  Opinion  Research  Council,  (NORC)  "'Gambling  Impact  and  Behavior  Study:  A  Report  to  the  National 
Gambling  Impact  Study  Commission,"  (April  1,  1999)  p.71. 
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higher  percentage  of  tourists  than  "convenience  gambling.  Rose  notes  that  the  literature  indicates 
that  higher  substitution  levels  "pertain  only  to  'convenience  gambling"  operations. 

While  the  substitution  effect  has  the  potential  to  negatively  impact  local  communities  following  the 
introduction  of  a  casino.  Rose  found  that  this  concern  was  often  overstated  and  noted  with  respect  to 
the  Atlantic  City  case,  "the  trend  in  closings  was  strong  before  casinos  were  approved,  and  it  is  likely 
that  casinos  had  a  marginal  impact.  Also,  the  number  of  restaurants  and  bars  in  the  larger 
metropolitan  area  has  increased,  which  includes  places  where  workers  and  other  population  spurred 
by  the  introduction  of  casinos  live  and  where  some  tourists  may  stop  enroute  to  purchase  services. 


,r4] 


In  general  Rose  found  that  the  substitution  effect  was  outweighed  by  the  -destination  effect*'  of 
increased  gambling  options — in  other  words,  while  residents  are  likely  to  substitute  purchase  of 
casino  food  and  beverage  for  their  local  restaurant,  that  impact  will  be  offset  by  the  increased 
spending  of  tourists  who  come  to  the  area  because  of  the  existence  of  the  casino. 

B.         Multiplier  Effect 

In  order  to  understand  the  total  economic  impact  of  Casinos  we  need  to  determine  the  indirect  and 
induced  soendins  that  results  from  the  introduction  of  new  money  into  the  economv.  This  effect  is 
commonly  known  as  the  '"multiplier  effect"  as  each  dollar  of  new  spending  is  multiplied  as  it  travels 
through  the  regional  economy.  -In  order  for  any  such  study  to  be  accurate  we  first  need  to  understand 
whether  the  money  spent  at  a  casino  is  "new  money"  in  the  economy  and  not  merely  substituted 
spending,  as  described  above. 

The  size  of  the  multiplier  created  by  a  casino  also  depends  upon  the  casinos  inputs  to  the  economy. 
Convenience  gambling  may  have  very  little  impact  on  the  reg'onal  economy  as  it  is  likely  to  use 
almost  no  goods  and  services  available  with  the  region,  and  create  few  if  any  jobs.  Rose"s  review  of 
the  existing  literature  on  the  multiplier  effect  found  that "..  .land-based  casinos  have  higher  economic 
impacts  than  riverboats  or  Native  American  casinos.  Also,  healthy  economic  areas  have  larger 
regional  impacts  than  do  depressed  ones..."  J  This  conclusion  is  not  surprising:  a  larger  and  more 
elaborate  casino  is  more  likely  to  have  more  numerous  local  inputs,  such  as  food,  furniture  and 
equipment  and  employees,  and  thus  more  opportunity  to  add  dollars  to  the  economy.  Economically 
depressed  areas  would  be  less  likely  to  produce  the  goods  and  services  needed  by  a  casino  and 
therefore  less  able  to  receive  economic  benefit. 

Lexecon's  report  on  The  National  evidence  of  on  the  Socioeconomic  Impacts  of  American  Indian 
Gambling  on  Non-Indian  Communities  yielded  similar  conclusions. 

The  net  direct  effect  is  associated  with  additional  multiplier  effects  that  ripple 
outward  through  the  economy.  If  a  tribal  casino  introduces  a  net  increase  in  the 
consumption  of  food,  bedding,  labor,  and  asphalt,  the  gross  regional  product  of  the 


40  Rose,  p.  i 

41  Rose  p.  30 

42  Rosepp  17-18 

43  Rose,  pp.  16 


regions  supplying  the  goods  will  potentially  rise.  These  indirect  effects  are  properly 
attributed  to  the  casino. .  .,l44 

The  study  found  that  it  was  likely  that  a  large  portion  of  the  multiplier  effect  for  Native  American 
casinos  would  be  received  by  the  non-reservation  communities  surrounding  tribal  lands.  This  result 
would  likely  be  magnified  should  native  gambling  be  permitted  in  the  Commonwealth  of 
Massachusetts,  given  the  extremely  small  size  of  current  and  proposed  tribal  reservations. 

Like  the  substitution  effect,  the  multiplier  effect  of  any  new  casino  will  depend  on  the  type  and 
placement  of  the  casino.  Rose  notes  that  the  economic  backdrop  "is  the  same  whether  a  casino  or  a 
new  auto  parts  plant  is  placed  in  its  midst...".  Describing  the  number  of  times  a  dollar  of  initial 
investment  moves  through  the  local  or  regional  economy:  "There  are  some  rules  of  thumb  on 
multiplier  effects:  small  cities  or  groups  of  rural  counties  are  not  likely  to  have  multipliers  exceeding 
1.5.  medium-sized  to  large  cities  multipliers  would  not  exceed  2.0  and  very  large  cities  or  state 
multipliers  would  not  exceed  2.5.v4b  This  suggests  that  that  placing  a  Casino  in  Boston  might  enable 
Massachusetts  to  capture  the  highest  multiplier  effect  without  having  the  economic  impact  dispersed 
to  neighboring  states. 

The  wages  and  benefits  paid  by  the  casino  may  have  a  large  impact  on  the  multiplier  effect.  As 
noted  elsewhere  in  this  report,  unionized  casino  employees  are  paid  more  and  receive  better  benefits 
than  typical  service  sector  workers.  The  community  spending  by  gambling  employees  is  one  of  the 
factors  which  will  drive  the  total  economic  impact  of  a  casino.  A  Coopers  &  Lybrand  survey  of 
gambling  industry  employees  prepared  in  1997  at  the  request  of  the  American  Gaming  Association 
described  the  purchasing  patterns  of  gambling  employees.  While  union  membership  was  not 
explicitly  discussed  in  this  survey,  notably  90%  of  the  employees  surveyed  came  from  large,  very 
large  or  larger  casinos,  which  are  more  likely  to  be  unionized.  According  to  the  survey  roughly  1 7% 
of  gambling  employees  had  purchased  a  home  or  condominium  within  the  past  year,  29%  spent 
money  on  home  improvement  and  43%  had  purchased  a  car.  In  addition  gambling  employees  ate 
in  dine  in  restaurants  3  times  a  month;  purchased  fast  food,  take  out  food  or  delivery  food  4  times  a 
month  and  spent  money  at  entertainment  options  such  as  movies  or  sporting  events  four  times  a 
month.  Finally,  the  study  found  that  74%  of  gambling  workers  contributed  time  or  money  to 
charities  or  community  organizations  within  the  last  year. 


Jonathan  B.  Taylor,  Matthew  B.  Krepps,  and  Patrick  Wang  The  National  evidence  of  on  the  Socioeconomic 
Impacts  of  American  Indian  Gambling  on  Non-Indian  Communities.  (April  2000)  Lexecon 
"  The  only  Federally  recognized  tribe  is  the  Wampanoag  Tribe  of  Gay  Head  Aquinnah.  The  Wampanoag's 
reservation  consists  of  roughly  300  acres  in  Martha's  Vineyard.  It  is  not  typically  viewed  as  an  appropriate  casino 
location.  Should  the  Wampanoags  bring  additional  land  into  trust,  it  is  likely  that  this  land  would  contain  little  other 
than  the  casino.  The  Nipmuc  Nation  is  also  currently  seeking  federal  recognition.  It  is  not  clear  what  land,  if  any 
will  come  with  recognition,  but  most  observers  doubt  that  it  will  be  larger  than  several  hundred  acres. 
46  Rose  p.  19 

'  Gambling  Industry  Employee  Impact  Survey  Prepared  for  American  Gambling  Association  (Coopers  &  Lvbrand 
LLP.  1997) 
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C.         The  NORC  Study  on  Community  Impacts 

The  most  comprehensive  survey  of  the  direct  and  indirect  economic  impacts  of  casinos  was 
conducted  by  the  National  Opinion  Research  Center  (NORC)  at  the  request  of  the  NGISC.  NORC 
created  a  longitudinal  database  of  social  and  economic  indicators  and  estimated  gambling 
expenditures  in  a  randomized  national  sample  of  1 00  communities,  with  a  population  of  greater  than 
10,000.  NORC  collected  crime  data  from  the  Federal  Bureau  of  Investigations;  employment 
earnings  and  income  data  from  the  Bureau  of  Labor  Statistics  (BLS);  health  indicators  from  the 
National  Center  for  Health  Statistics  (NCHS)  and  number  of  business  and  non-business  bankruptcies 
from  the  Administrative  Office  of  the  U.S.  Courts.  As  noted  above,  the  NORC  data  demonstrated 
some  substitution  effect.  In  addition,  it  demonstrated  some  positive  impacts  owing  in  pan  to  the 
multiplier  effect. 

The  NORC  report  found  that  casino  proximity  resulted  in  a  statistically  significant  effect  on  ''on  4  of 
5  employment  measures  and  on  7  of  16  income  earning  measures." 

The  analysis  also  showed  a  decreased  percent  of  the  labor  force  that  was  unemployed  and  a  marked 
increase  in  the  earnings  in  the  construction,  hotel  and  lodging  and  amusement  park  recreation 
industries. 


Table  2-5.  Impact  of  Casino  Proximity  on  Economic  Outcomes 
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Economic  Impact  Area 

Percent 
Chanse 

Income  Maintenance  (Welfare)  Payments 

-13  Percent 

Unemployment  Insurance 

-17  Percent 

Other  Transfer  Payments                                                  -3  Percent 

Per  Capita  Construction  Earnings                                    +18  Percent 

Hotel  and  Lodging  Earnings                                           +44  percent 

Recreation  &  Amusement  Industries                               ^22  Percent 

D. 


Potential  Infrastructure-related  Economic  Issues 


Many  parties  have  referenced  the  myriad  ancillary  infrastructure-related  costs  the  state  and  its  local 
communities  will  have  to  consider  with  the  advent  of  gambling  expansion.  In  particular,  numerous 
local  and  state  elected  officials  have  expressed  concern  that  cities  and  towns  hosting  gambling 
operations  may  be  burdened  with  a  disproportionate  share  of  infrastructure  and  public  safety  costs. 
However,  we  have  been  presented  with  very  little  comprehensive  information  on  these  items.  It 
seems  obvious,  as  with  any  large  developments,  there  will  be  antecedent  costs  for  road  repairs,  traffic 
mitigation,  police,  fire  and  safety,  and  increased  demand  on  water,  sewer  and  related  systems.  With 
potentially  millions  of  visitors  per  year,  and  thousands  of  newly  created  jobs,  communities  will  have 
to  adjust  and  allocate  resources  appropriately. 


To  take  just  one  example,  the  increased  traffic  endemic  to  any  gambling  development  will  present 
certain  challenges  for  host  cities  and  towns.  A  1998  study  by  the  Southeastern  Connecticut  Council 
of  Governments  estimated  average  daily  traffic  on  Route  2  near  the  Foxwoods  casino  in  1996  was 
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NORC  pp.  65-72. 
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27,200,  compared  with  4.500  at  the  same  location  in  1980.49  The  town  of  LedyarcTs  Planning 
Director  has  stated  that  traffic  has  increased  400%  on  some  Ledyard  roads  since  the  opening  of  the 
Foxwoods  tribal  casino.30 

In  the  event  commercial  gambling  is  legalized,  state  and  local  governments  will  have  the  opportunity 
to  address  these  concerns,  in  conjunction  with  their  planning  and  development  bodies,  through  the 
traditional  land-use  development  process  and  through  legislation  resolving  the  proportions  of  local 
"host  community  fees"  or  revenue-sharing.  Given  the  potential  size  and  impact  of  destination-style 
casino  gambling,  officials  will  need  to  be  vigilant  in  this  regard.  It  would  seem  obvious  to  note  these 
potential  problems  are  magnified  in  areas  were  traditional  development  is  on  a  smaller  scale,  as 
opposed  to  larger  cities  and  towns  whose  infrastructure,  public  transportation  and  visitor  industry  is 
prepared  for  development  on  this  scale. 

The  infrastructure-related  economic  impacts  are  one  area  where  the  difference  is  stark  between 
commercial  and  tribal  gambling.  On  Indian  reservations  and  tribal  land  held  in  federal  trust.  Indian 
tribes  are  exempt  not  only  from  local  taxes,  but  also  from  local  regulations  such  as  zoning,  building 
and  environmental  codes,  creating  potential  costs  for  local  governments  that  cannot  be  easily 
recovered.  Host  cities  and  towns  may  find  themselves  in  a  position  of  having  to  stretch  financial 
resources  to  deal  with  infrastructural  issues  that  are  essentially  out  of  their  jurisdiction,  not  in  terms 
of  physical  location  but  in  the  ability  to  regulate. 

While  some  Indian  tribes  have  voluntarily  negotiated  with  local  governments  to  address  impacts 
from  tribal  casinos,  and  tribal-state  casino  compacts  have  also  at  times  required  tribes  to  negotiate 
revenue-sharing  agreements  with  local  communities  to  pay  for  infrastructure-related  costs,  the 
potential  for  conflict  remains.  The  example  from  Connecticut's  Foxwoods  casino  is  instructive. 

The  communities  of  Ledyard,  Preston  and  North  Stonington  (total  population  of  25,000)  surround 
the  Mashantucket  Pequot  reservation  in  Connecticut.  These  towns  were  not  included  in  the  original 
tribal-state  compact  discussions  that  led  to  an  agreement  allowing  the  state  to  tax  slot  machine 
revenues  at  a  rate  of  25%.  As  a  result,  these  local  communities  are  minimally  compensated  for  the 
increased  infrastructure-related  costs,  while  bearing  the  full  weight  of  the  impacts.  Combined,  the 
three  towns  received  only  $1.3  million  from  the  state's  share  of  casino  slot  revenues  in  2001. 3l 
Given  that  the  casinos  are  on  reservation  land,  property  taxes  from  the  development  have  also  been 
unavailable  to  compensate  these  communities.  Ledyard  Mayor  Wesley  Johnson  recently  estimated 
the  "property  tax  bill  would  be  about  $20  million  if  we  could  collect  it."32  Both  Preston  and  Ledyard 
were  forced  to  increase  property  taxes  in  1999  to  address  this  funding  shortfall  in  light  of  the 
increased  casino  impacts. 


New  York  Times.  "Traffic0  What  Traffic0  State  may  improve  road  to  casino,  but  towns  balk."  Julie  Miller, 
August  1,  1999. 

Boston  Globe,  "Casinos  seen  as  mixed  blessing  in  Conn.,"  Paul  Kandarian.  July  12,  1998. 

Quincy  Patriot  Ledger,  '•Gambling  on  Casinos."  Christopher  Walker,  November  25,  2002. 

Quincy  Patriot  Ledger.  "Conn.  Official  warns  Plymouth  about  casinos:  Ledyard  Mayor  urges  new  group  to  start 
fighting  immediately,1'  Tamara  Rice,  September  20,  2002. 
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A  1997  study  in  the  American  Planning  Association's  Journal  states: 

,k[Ledyard"s  Planning  Director]  recently  calculated  that  public  safety,  traffic,  and 
legal  expenses  related  to  Foxwoods  have  cost  the  town  $1 .3  million  in  the  past  three 
years. . . .  Traffic  problems. .  .are  one  of  the  main  reasons  that  Ledyard  has  1 9  full-time 
police  officers,  up  from  14  five  years  ago,  and  that  the  town  now  pays  fire  and 
emergency  drivers  during  the  day,  when  emergency  vehicle  services  used  to  be 
provided  by  volunteers." DJ 

The  studv  aoes  on  to  note: 

"Last  year,  Preston  received  995  calls  for  emergency  services,  up  from  the  200  range 
before  the  casino  opened.  And  in  North  Stonington... calls  to  the  volunteer  fire 
department  following  traffic  accidents  have  jumped  from  100  a  year  to  330." 

Preston  First  Selectman  Robert  Congdon  recently  stated  70%  of  the  town's  services  now  go  to  non- 
residents." 

The  Mashantucket  Pequots  have  also  argued  in  the  past  that  its  compact  with  the  state  does  not 
require  it  to  abide  by  state  traffic  regulations,  and  the  tribe  and  surrounding  communities  have  often 
found  themselves  in  conflict  over  the  lack  of  any  official  community  input  into  environmental  and 
infrastructure-related  effects  of  development  on  tribal  land."  These  costs  and  conflicts  are  not 
insignificant  to  these  small  local  communities. 


It  is  clear  from  the  Foxwoods  example  that  local  communities  need  to  be  involved  in  the  negotiation 
of  tribal-state  compacts.  If  local  impact  issues  are  not  dealt  with  at  this  stage,  there  is  little  that  can 
be  done  later  to  minimize  the  negative  impacts  and  put  in  place  arrangements  that  will  bring  positive 
benefits  in  this  regard  to  host  communities.  If  tribal  gambling  is  pursued,  we  would  specifically 
recommend  local  community  involvement  in  compact  discussions,  or  that  tribes  reach  a  separate 
agreement  with  host  and  neighboring  communities,  in  order  to  mitigate  potential  conflicts  from  the 
start.  In  the  event  any  form  of  destination  gambling  is  pursued,  the  Legislature  may  want  to  consider 
structuring  development  agreements  such  that  infrastructure  costs  are  paid  as  they  arise,  rather  than 
by  towns  and  cities  with  funds  from  revenue  sharing. 


3  American  Planning  Association  Journal,  "In  the  Clutch  of  Casinos:  Nearby  towns  are  refusing  to  cry  'Uncle',"  b> 
Kathleen  McCormick,  June  1997. 

Associated  Press,  "Study  credits  tribes  with  economic  development,  but  towns  demur."  Natasha  Gural.  November 
28.  2000. 

Economic  Development  Review,  "In  the  shadow  of  Foxwoods:  Some  effects  of  casino  development  in 
southeastern  Connecticut,"  Donald  M.  Peppard.  Jr.,  Fall  1995. 

One  other  infrastructure-related  cost  with  tribal  gambling  could  come  with  the  annexation  of  land.  As  casino 
revenues  provide  tribal  governments  with  the  means  to  purchase  surrounding  land,  tribes  can  applv  to  the  federal 
government  to  take  such  land  into  trust,  which  would  prevent  the  city  or  town  from  realizing  property  tax  revenues. 
The  Mashantucket  Pequots,  which  own  the  Foxwoods  casino  facility,  did  this  in  1993.  causing  the  three  surrounding 
communities  to  instigate  a  legal  battle  that  ensued  for  years  in  order  to  stop  the  annexation.   We  should  also  note 
tribal  governments  have  often  pursued  off-reservation  development  without  seeking  to  place  the  land  in  trust,  hence 
contributing  property  tax  revenues  to  local  communities. 
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V.       Potential  Economic  Development  Effect  for  Indian  Tribes 

There  have  been  numerous  studies  conducted  regarding  the  impact  of  casino  development  on  the 
economic  conditions  of  Native  American  tribes.  While  the  overall  impact  of  expanded  gambling  on 
Native  American  tribes  is  difficult  to  determine,  the  National  Gambling  Impact  Study  Commission 
noted  that  the  bulk  of  testimony  that  they  had  received  indicated  "revenues  from  Indian  gambling 
have  had  a  significant — and  generally  positive — impact  on  a  number  of  reservations.""' 

Many  tribes  with  casinos  stated  that  they  were  now  able  to  provide  more  basic  services  such  as 
schools,  roads  and  sewer  systems  as  well  as  providing  college  scholarship  and  improved  housing. 
Others  noted  that  they  no  longer  had  to  rely  on  government  funding  to  care  for  their  members. 

Beverly  Wright,  the  chair  of  the  Wampanoag  Tribe  of  Gay  Head,  was  explicit  about  the 
WTampanoags?  need  for  economic  stimulus.  In  her  statement  to  the  Massachusetts  Gambling  Study 
Commission  at  the  Committee's  Fall  River  public  hearing  Wright  emphasized  the  need  to  improve 
the  economic  condition  of  tribe  members:  "To  be  clear. .  .our  proposal  is  first  about  creating  a  better 
quality  of  life  for  tribal  members  including  many  who  are  senior  citizens  or  lack  full  employment  or 
prescription  drug  benefits  and  the  like.'03 

There  is  clearly  the  potential  for  enormous  economic  benefit  to  the  tribes  through  expanded  casino 
gambling.  While  this  should  surely  be  explored,  it  should  not  be  viewed  as  a  panacea  or  quick  fix 
for  the  centuries  of  poverty  and  mistreatment  that  Native  Americans  have  endured.  The  legislature 
should  be  aware  that  not  all  gambling  facilities  are  successful.  Some  tribes  operate  their  casinos  at  a 
loss  and  a  few  have  even  been  forced  to  close  money-losing  operations.59  Among  the  tribes  that  do 
prosper  from  casino  gambling,  the  payoff  often  is  not  huge.  As  a  recent  Time  Magazine  Special 
Report  indicates,  "Dozens  of  casinos  do  little  better  than  break  even  because  they  are  too  small  or 
located  too  far  from  population  centers.  The  upshot  is  that  a  small  number  of  gaming  operations  are 
making  most  of  the  money."60 


VI.      Potential  Economic  Costs  of  Problem  and  Pathological 
Gambling 

The  Social  and  Cultural  Impacts  Subcommittee  has  addressed  the  social  ramifications  of  problem 
and  pathological  gambling  in  its  report.  For  the  purposes  of  discussing  potential  economic 
development  effects,  it  should  be  noted  that  like  other  forms  of  addiction  and  pathological  behaviors, 
problem  gambling  generates  "hard"  economic  costs  for  states  and  communities  as  well  as 
individuals.  NORC  estimated  the  averase  annual  social  costs  as  follows: 


37NGISC  Final  Report  p.  6-14. 

Statement  of  Beverly  Wright,  Chair  of  the  Wampanoag  Tribe  of  Gay  Head,  Massachusetts  Gambling  Study 
Commission  Hearing.  December  3,  2002,  Fall  River. 
59  NG1SC  Final  Report,  p.  2-10. 

Time  Magazine  Special  Report  "Who  Gets  the  Money0"  Donald  L.  Barlett  and  James  B.  Steele,  December  8, 
2002. 


Paize  3 


Costs  that  could  be  measured  on  an  annualized,  present-value  basis  (poor  physical 
and  mental  health,  job  losses/unemployment)  sum  to  about  $1200  and  $700  for  each 
pathological  and  problem  gambler,  respectively.  Other  costs  are  infrequent  (e.g.. 
divorce,  bankruptcy,  arrest,  incarceration),  and  in  the  absence  of  a  very  large  study 
sample,  they  are  more  readily  observed  and  measured  on  a  lifetime  basis  (e.g.,  "have 
you  ever  been  divorced?"  vs.  "have  you  gotten  divorced  in  the  past  year'?").  We 
estimate  those  ••lifetime"  costs  (which  are  additive  with  the  •"annual"  costs  when  the 
latter  have  been  translated  to  a  lifetime  basis)  at  about  $10,500  and  $5,100  per 
pathological  and  problem  gambler,  respectively. 

At  the  request  of  the  National  Gambling  Impact  Study  Commission,  the  National  Research  Council 
conducted  an  extensive  review  of  available  literature  on  problem  gambling.  The  NRC  identified 
costs  to  individuals  as  those  related  to  crime,  loss  of  employment,  and  bankruptcy.  Problem  and 
pathological  gambling  is  also  implicated  in  economic  costs  to  society  as  a  whole,  including  those 
associated  with  treatment,  payouts  of  unemployment  or  other  public  assistance  benefits,  law 
enforcement,  incarceration  and  the  like.  The  NRC  concluded  in  its  study  that  the  existing  research 
on  the  cost  of  pathological  gambling  is  largely  flawed: 

In  most  of  the  impact  analyses  of  gambling  and  of  pathological  and  problem 
gambling,  the  methods  used  are  so  inadequate  as  to  invalidate  the  conclusions. 
Researchers  in  this  area  have  struggled  with  the  absence  of  systematic  data  that  could 

OCT  * 

inform  their  analysis  and  consequently  have  substituted  assumptions  for  the  missing 
data.  The  assumptions  adopted  for  the  specific  research  were  rarely  examined  or 
tested  to  ensure  they  were  appropriate  for  the  specific  research  being  conducted.62 

Problem  and  pathological  gambling  presents  a  number  of  economic  costs  to  individuals  and  to 
society  at  large  that  cannot  be  ignored.  Unfortunately,  a  review  of  existing  research  indicates  that  it 
is  not  possible  to  directly  quantify  these  costs,  some  of  which  Massachusetts  and  its  cities  and  towns 
must  surely  already  be  paying  due  to  the  existing  gambling  opportunities  in  the  Commonwealth  and 
in  neighboring  states.  Should  gambling  be  expanded  in  Massachusetts,  the  legislature  should 
examine  allocating  some  of  the  increased  tax  revenue  towards  social  sen  ices  programs  that  address 
the  issue  of  problem  gambling. 


61  NORC.  p.  39. 

'  National  Research  Council.  Committee  on  Problem  and  Pathological  Gambling,  "Patholoeical  Gamblir.-    - 
Critical  Review."  1999. 
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Part  Three 


FISCAL  IMPACT 


I.         Introduction 

Expansion  of  legal  gambling  m  Massachusetts  would  have  the  potential  to  bring  much-needed 
revenue  to  state  and  local  governments.  But  it  is  not  without  costs  and  risks,  most  notably  to  the 
nation's  most  successful  lottery-.  The  Commonwealth  must  carefully  consider  these  fiscal  issues. 


II.        Taxation  of  Commercial  Gambling  Versus  Contribution  From 
Indian  Casinos 

The  Commonwealth  would  receive  revenues  from  newly  permitted  betting  venues  from  direct 
gambling  taxes  (or  their  equivalents)  and  from  taxes  on  employees*  incomes,  sales,  and  rooms, 
including  multiplier  effects.  A  principal  determinant  of  the  fiscal  benefits  from  expanded  legalized 
gambling  is  the  rate  at  which  gaming  venues'  profits  are  either  taxed,  in  the  case  of  commercial 
establishments,  or  contributed,  in  the  case  of  Indian  gambling.  The  eleven  states  that  allow 
commercial  gambling  assess  special  taxes  against  the  gambling  proceeds  of  casinos  and  other 
gambling  establishments.  Under  federal  law,  however,  a  state  normally  cannot  tax  the  activities  of  a 
recognized  Indian  tribe  on  its  tribal  lands,  nor  can  it  tax  the  wages  of  members  of  the  tribe  earned  on 
those  lands.  Some  states  -  most  notably  Connecticut  -  have,  however,  reached  agreements  with 
Indian  tribes  for  the  tribes  to  make  sometimes  substantial  payments  to  state  and  local  government 
from  their  gambling  proceeds. 6j 

The  range  of  state  (and  sometimes  local)  tax  rates  for  commercial  gaming  vary  widely,  both  in  terms 

of  the  maximum  marginal  rate  and  the  effective  overall  rate.  This  is  illustrated  in  Table 

3-1. 

It  is  notable  that  in  almost  all  cases,  the  effective  rates  and  marginal  rates  of  taxation  on  gambling 
proceeds  exceed  the  tax  rates  on  other  goods  and  services.  This  is  important  in  the  analysis  of 
substitution  effects.  While  any  cannibalization  of  sales,  meals,  and  other  entertainment  spending  and 
taxes  would  reduce  the  fiscal  gain  from  expanded  legal  gambling,  there  would  nonetheless  be  a  gain. 
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A  discussion  of  the  legal  status  of  Massachusetts  Indian  tribes  and  the  applicability  of  state  law  to  rhem  is 
found  in  the  Regulatory  Issues  section  of  this  report. 
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Table  3-1.  State  Tax  Rates  on  Commercial  Casino  Gambling,  2001 

Amounts  in  millions. 


State 

Gaming  Tax  Rate 

Casino  Gaming 
Revenue 

Gaming  Tax 
Revenue 

Effective  Tax 
Rate 

Colorado 

Graduated  tax  rate  with  a  maximum  tax  of  20%  on 

aamins  revenue 

$631.8 

$92.0 

15% 

Illinois 

Graduated  tax  rate  from  20%  to  35%  of  gross  gaming 
revenue.  $2  per  patron  admission  tax 

$1,800.0 

$552.2 

31% 

Indiana 

20%  tax  on  gross  gaming  revenue,  $3  per  patron 
admission  tax 

$1,800.0 

$492.6 

27% 

Iowa 

Riverboats:  Graduated  tax  rate  with  a  maximum  tax  of 
20%  on  gammg  revenue 

Racetrack  casinos:  30%  tax  of  gross  gaming  revenue, 
increasing  2%  per  year  to  a  maximum  of  36% 

$922.9 

$216.9 

24% 

Louisiana 

Riverboat  casinos:  21.5%* 

Land-based  casino:  $50  million  annua!  tax.  increasing 
to  $60  million  in  2002,  or  21.5%  of  gross  gaming 
revenue,  whichever  is  greater 

*Shreveport/Bossier  City  riverboat  casinos:  19.5%, 
increasing  to  20.5%  in  2002  and  21.5%  in  2003 
*Bally's  New  Orleans  riverboat  casino:  18.5%  to 
2 1 .5%,  depending  on  monthly  revenues 

$1,800.0 

$374.8 

21% 

Michigan 

18%  tax  on  gross  gaming  revenue,  plus  a  municipal 
services  fee  of  the  greater  of  1 .25%  of  gaming  revenue 
or  $4  million  annually 

$1,000.0 

$219.3 

22% 

Mississippi 

Graduated  tax  rate  with  a  maximum  state  tax  of  8%  on 
gaming  revenue;  up  to  4%  additional  tax  on  gaming 
revenues  may  be  imposed  by  local  governments 

$2,700.0 

$322.6 

12% 

Missouri 

20%  tax  on  gross  gaming  revenue,  $2  per  patron 
admission  fee  per  excursion,  split  between  home  dock 
community  and  the  state 

$1,100.0 

$322.7 

29% 

Nevada 

Graduated  tax  rate  with  a  maximum  tax  of  6.25%  on 
gross  gaming  revenue 

$9,500.0 

$688.0 

7% 

New  Jersey 

8%  tax  on  gross  gaming  revenue,  plus  a  community 
investment  alternative  obligation  of  1.25%  of  gross 
gaming  revenue  (or  an  investment  alternative  2.5%  on 

gross  gaming  revenue) 

$4,300 

$342.4 

8% 

South  Dakota 

8%  tax  on  gross  gaming  revenue 

$58.6 

$4.5 

8% 

Shaded  numbers  indicate  that  reported  revenue  and/or  tax  amounts  are  inconsistent  with  the  tax 

rate  description. 

Source:     American   Gaming  Association,  "State  of  the  States:     The  AGA   Survey  of  Casino  Entertainment," 

http://www.americangaming.org/survey2002/economic_impact/impact.html 

In  addition  to  the  direct  taxes  on  or  contributions  from  gambling  activities,  state  and  local 
government  can  also  benefit  from  taxes  of  hotel  room  rentals,  meals,  and  sales  associated  with  a 
gambling  venue.  In  Massachusetts,  meals  and  sales  of  taxable  items  are  taxed  at  five  percent.  A 
state  "transient  room  occupancy  tax"  is  imposed  on  hotel  room  charges  at  a  rate  of  5.7%,  and  an  in 
additional  local  tax  of  up  to  4%  may  be  imposed  as  a  local  option.  In  addition,  hotels  in  Boston. 
Cambridge.  Springfield,  and  Worcester  collect  an  additional  2.75%  of  room  charges  as  a  "convention 
center  financing  fee."  A  1,000  room  commercial  hotel  at  70%  occupancy  charging  an  average  of 
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$150  per  night  would  pay  state  room  occupancy  taxes  of  $2.2  million,  local  room  taxes  of  up  to  $1 .5 
million,  and  depending  on  location,  a  convention  center  financing  fee  of  $1  million. 

These  hotel,  food  and  beverage,  and  other  revenues  can  be  substantial,  as  Table  3-2  below  illustrates. 


Table  3-2.  Gaming  Facility  Revenue  bv  Percentage:  Gaming  vs.  Ancillary  Revenues 
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Harrah's 
Entertainment 


Dover  Downs 


Mohegan  Sun 


Revenues  from  Gambling  Operations 


77% 


$1  billion 


87% 


$53  million 


82% 


$269  million 


Revenues  from  Food  &  Beverage,  Hotel 
and  Other  Operations 


23% 


13% 


$300  million      $8  million 


18% 


$58  million 


As  mentioned  earlier,  a  state  or  local  government  cannot  usually  tax  tribal  enterprises  on  tribal  land. 
At  Foxwoods  and  Mohegan  Sun,  while  the  casinos  pay  25%  of  slot  machine  revenues  (after  prizes) 
to  the  state,  they  make  no  payment  from  ancillary  revenue.  If  Massachusetts  permits  Indian  gaming 
establishments,  a  consideration  should  be  whether  to  negotiate  a  share  of  non-gambling  revenues 
directly  driven  by  the  establishment  of  casino  gambling. 


III.      Analysis  of  Gross  Tax  Revenue 

A.         Consultant  Estimates  of  Net  Revenue  After  Prizes 

The  commission  has  heard  limited  testimony  and  received  limited  submissions  that  seek  to  quantify- 
in  detail  the  fiscal  benefits  that  would  accrue  to  the  state  and  localities  through  the  expansion  of 
legalized  gambling.  Over  the  past  several  years,  however,  a  number  of  studies  that  seek  to  do  so 
have  been  commissioned  by  private  and  governmental  organizations.  In  each  instance,  these  studies 
have  been  completed  as  part  of  efforts  to  promote  or  to  oppose  the  expansion  of  legalized  gambling 
in  Massachusetts.  As  has  been  true  throughout  the  nation,  rigorous,  independent  analysis  of  the 
fiscal  considerations  of  expanding  legal  gambling  are  scarce,  to  say  the  least.  One  is  left.  then,  to 
assess  as  carefully  as  possible  the  data  provided  by  the  studies  that  do  exist.  As  pan  of  that  effort, 
the  findings  related  to  fiscal  impact  of  the  studies  that  the  commission  has  obtained  are  summarized 
below. 

a.  Deloitte  and  Touche  Report 

In  2001,  The  Aquinnah  Wampanoag  Indian  tribe  commissioned  Deloitte  and  Touche  to  study  the 
impacts  of  a  single  Native  American  casino  sited  m  southeastern  Massachusetts.  The  proposed 
casino  was  estimated  to  cost  $408  million,  create  3.800  construction  jobs  and  9,000  permanent  full- 


Sources:  Most  recent  SEC  Form  10-Q's  for  Harrah's  Entertainment.  Dover  Downs  Entertainment  and  Mohe° 
Tribal  Gaming  Authority. 


Paae  3 


and  part-time  jobs,  and  generate  $1.04  to  $1.07  billion  in  annual  revenue6"  as  of  2006,  when  the 
complex  was  projected  to  reach  full  operations.  Deloitte  &  Touche  estimated  that  $905  million  of 
the  annual  revenue  would  be  gambling  revenue.  $840  million  of  which  would  be  recaptured  from 
amounts  Massachusetts  residents  would  otherwise  have  gambled  and  lost  in  neighboring  states. 
The  study  estimated  that  70%  of  the  gaming  revenue  would  be  from  slot  machines.  In  addition  to 
direct  expenditures.  Deloitte  &  Touche  estimates  an  additional  $408  million  of  economic  activity  as 
indirect  expenditures  are  recycled  through  the  Massachusetts  economy.  See  Table  3-3  below. 


Table  3-3.  Deloitte  &  Touche  Estimate  of  Economic  Benefits  of  Casino  Complex 


Operation 
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Dollar  amounts  in  millions. 


Direct 

Indirect 

Total 

2006  dollars 

Gambling 

903. 069 

361.3 

1.264.3 

Food  and  beverage 

72.0 

22.6 

94.6 

Hotel  and  retail 

81.0 

24.0 

105.0 

Total  economic  benefit 

1.056.0 

407.9 

1.463.9 

2002  dollars 

Gambling 

818.1 

52.  1.3 

1,145.4 

Food  and  beverage 

65.2 

20.5 

85.7 

Hotel  and  retail 

73.4 

21.7 

95.1 

Total  economic  benefit 

956.7 

369.5 

1.326.2 

In  addition  to  the  permanent  operating  impact  of  a  casino,  the  Deloitte  &  Touche  stud}'  also 
estimated  the  impact  of  the  construction  of  a  major  casino.  See  Table  3-4. 

Table  3-4.  Deloitte  &  Touche  Estimate  of  Economic  Benefits  of  Casino  Complex 

Construction 

Dollar  amounts  in  millions. 


Direct 

Indirect 

Total 

Economic  benefit  (in  millions) 

408.0 

154.6 

562.6 

Employment 

3.200.0 

589.0 

3.788.0 
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In  this  section  of  the  report,  references  to  "revenue,"  "gambling  revenue.'"  "slot  revenue.1'  or  "table  game  revenue" 
mean  revenue  to  the  gambling  facility  after  payment  of  prizes  but  before  operating  and  other  expenses.  Revenue  to 
government  is  referred  to  as  "state  revenue."  "tax  revenue."  or  "gambling  tax  revenue." 

The  Deloitte  and  Touche  report  uses  a  rounded  figure  of  $905  million  in  its  text,  instead  of  the  $903  million  it 
used  in  calculations.   For  consistency,  we  will  do  likewise  in  this  report. 

It  should  be  noted  that  the  Deloitte  &  Touche  report  estimates  gross  effects  of  the  proposed  casino  and  does  not 
net  out  any  benefits  lost  due  to  economic  activity  at  the  casino  substituting  for  activity  that  would  otherwise  have 
occurred  (substitution  effects). 

The  Deloitte  and  Touche  report's  operating  projections  are  for  when  the  facility  was  projected  to  be  fully 
operational  in  2006.   For  purposes  of  comparison,  these  projections  are  adjusted  to  2002  dollars,  assuming  2.5% 
annual  inflation.  Costs  related  to  the  facility's  construction  would  occur  before  2006  and  are  not  adjusted. 

See  footnote  4. 
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The  Deloitte  &.  Touche  report  was  based  on  the  following  key  assumptions: 

•  Demand  would  be  generated  primarily  from  eastern  Massachusetts  residents  and  to  a  more 
limited  extent  from  seasonal  visitors  and  from  people  from  neighboring  states  residing 
within  200  miles  of  the  new  casino. 

•  The  casino  would  be  comparable  in  quality  and  amenities  to  Foxwoods  and  Mohegan  Sun. 

•  Primary  competition  would  come  from  Foxwoods,  Mohegan  Sun.  and  video  lottery- 
terminals  at  two  Rhode  Island  racetracks. 

•  Massachusetts  residents"  spending  in  Las  Vegas  and  Atlantic  City  are  not  included. 

•  Massachusetts  residents'  propensity  to  game  and  frequency  of  gaming  activity  are  similar 
to  those  of  people  from  elsewhere  in  the  United  States. 

The  Deloitte  &  Touche  study  analyzes  the  number  and  per  capita  income  of  resident  and  visiting 
adults  within  100,  150.  and  200  miles  of  a  proposed  Massachusetts  casino  and  its  competitors.  It 
assumes  that  gamblers  will  choose  a  gambling  venue  based  on  distance,  provided  the  venues  are 
comparable,  and  predicts  which  venue  those  adults  would  visit.  It  then  estimates  how  many  of  those 
adults  will  gamble  and  in  what  amounts  using  factors  for  "capture"  (percentage  of  people  who 
gamble),  "frequency"  (how  many  days  per  year  a  person  will  gamble),  "'propensity"  (percentage  of 
population  who  will  gamble),  and  "hold"  (net  gambling  income  to  the  casino  per  visitor). 

b.  Gaming  Strategy  Group 

In  1996,  the  Gaming  Strategy  Group  did  a  study  titled  "The  Impact  of  Casinos  and  Gaming  Devices 
on  The  Massachusetts  State  Lottery"  for  the  Massachusetts  State  Lottery  Commission.  Before 
estimating  lottery  impact,  the  Gaming  Strategy  Group  used  a  distance-based  methodology  similar  in 
concept  to  Deloitte  &  Touche" s  to  estimate  the  potential  gambling  revenues  for  a  number  of 
expanded  legalized  gambling  options.  The  projected  gambling  revenues  (after  prizes)  for  each  of  the 
options  is  presented  in  Table  3-5. 
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Table  3-5.  Gaming  Strategy  Group  Estimates  of  Gambling  Revenue 

Dollar  amounts  in  millions    Sum  of  first  two  columns  may  not  equal  total  due  to  rounding 


"(i 


1996  dollars 

2002  dollars 

Scenario 

Projected 
Table 
Game 

Revenue 

Projected 

Slot 
Machine 
Revenue 

1 

Projected 

Total 

Gambling 

Revenue 

Projected 

Table  Game 

Revenue 

Projected 

Slot 
Machine 
Revenue 

Projected 

Total 

Gambling 

Revenue 

One  large  southeastern 
Massachusetts  casino 

$132.3 

(T--1  -i    -     n71 

$468.2 

$132.9 

$388.0 

$540.9 

Southeastern  and  western 
Massachusetts  casino 

$244.4 

$620.0 

$864.4 

$282.4 

$716.4 

$998.8 

Southeastern  MA  casino 
plus  700  slot  machines  at 
each  of  the  four  MA 

79 

racetracks ' 

$132.3 

$610.373 

$742.6 

$152.9 

$705.2 

$858.1 

Southeastern  MA  and  a 
western  MA  casino  plus 
700  slot  machines  at  each 
of  the  four  MA  racetracks 

$244.4 

$897.5 

$1142.0 

$282.4 

$1,037.1 

$1,319.5 

700  slot  machines  at  each 
of  the  four  MA 
racetracks. 

n/a 

$306.6 

$306.6 

n/a 

$354.3 

$354.3 

The  Gaming  Strategy  Group  study  assumed  that  competition  would  come  from  Foxwoods,  Mohegan 
Sun  (not  then  yet  complete),  and  new  casinos  in  New  Hampshire  and  Rhode  Island. 

c.  Cummings  Associates 

In  April  2002,  Cummings  Associates  submitted  a  study  that  projects  revenue  for  two  scenarios: 
1 ,500  slot  machines  at  each  of  the  state's  four  racetracks,  and  this  slot  scenario  plus  an  Indian  casino 
with  3,000  slot  machines  in  southeastern  Massachusetts.  Cummings  Associates  uses  a  methodology 
essentially  the  same  as  the  one  used  by  the  Gaming  Strategy  Group.  Their  report  assumes 
competition  for  Massachusetts  gambling  venues  would  come  from  Foxwoods,  Mohegan  Sun,  and 
facilities  housing  more  than  4,000  slot  machines  both  in  Rhode  Island  and  in  New  Hampshire. 


The  Gaming  Strategy  Group's  report  was  published  in  1996.  For  purposes  of  comparison,  their  projections  are 
adjusted  to  2002  dollars  using  the  change  in  the  Consumer  Price  Index  since  1996. 

The  Gaming  Strategy  Group's  analysis  assumed  that  casinos  would  be  able  to  have  as  many  slot  machines  as  are 
demanded,  but  did  not  specify  a  number.  Assuming  $300  per  machine  per  day  in  revenue  (after  prizes), 
approximately  3,000  machines  would  be  needed  to  meet  demand  in  this  scenario. 

"  The  Gaming  Strategy  Group  study  used  700  slot  machines  per  track  based  on  a  then-pending  piece  of  legislation. 
It  estimates  that  the  demand  for  slot  machine  gambling  would  in  each  case  would  significantly  exceed  what  the 
2,800  installed  slot  machines  could  accommodate.  Revenue  projections  are  constrained  accordingly. 
J  The  study  estimates  that  if  fully  met,  the  demand  for  slot  gambling  at  the  four  racetracks  would  produce  $413.4 
million  in  revenue  after  prizes,  but  the  revenue  estimate  is  constrained  to  $306.6  million  by  the  number  of  machines 
assumed.  Scaling  up  produces  an  estimated  demand  for  3,775  slot  machines  at  the  tracks,  in  addition  to  the  casino 
slots.  Revenue  after  prizes  of  approximately  $300  per  machine  per  day  is  implied. 

Will  Cummings,  principal  of  Cummings  Associates,  was  an  author  of  the  Gaming  Strategy  Group  report. 
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Cummings  Associates  estimates  the  following  revenues  for  slot  machines;  it  ignores  table  game 
under  the  assumption  that  taxes/revenue  sharing  would  come  only  from  slot  revenues: 

Table  3-6.  Cummings  Associates  Slot  Machine  Revenue  Estimates 
Dollar  amounts  in  millions. 


Option 

Slot  Machine  Re%enue 

Southeastern  Massachusetts  casino  with  3,000  slots,  1,500  slots  at 
each  racetrack 

$911.6 

1,500  slots  at  each  racetrack 

$775.2 

d.         International  Game  Technology 

In  October  2001,  Walt  Hawkins  of  International  Game  Technology  (IGT)75  provided  on  behalf  of 
Suffolk  Downs  an  estimate  of  potential  revenues  from  the  installation  of  slot  machines  at 
Massachusetts  racetracks.  Based  on  trends  at  similar  facilities  in  other  states,  Hawkins  estimates  a 
range  of  revenue  from  $438  million  to  $876  million,  depending  on  the  number  of  machines.  His  low 
estimate  is  based  on  an  average  of  1 ,500  machines  per  track,  his  high  estimate  on  2,000  machines  per 
track.  See  Table  3-7. 

Table  3-7.  International  Game  Technology  Estimate  of  Revenue  from  Slot  Machines  at 

Racetracks 

Dollar  amounts  in  millions. 


Scenario 

Sic 

»t  Machine  Revenue 
After  Prizes 

8,000  machines, 

$300  per  machine  per  day  net  revenue  after  prizes 

$876.0 

7,000  machines. 

$250  per  machine  per  day  net  revenue  after  prizes 

S638.8 

6,000  machines, 

$200  per  machine  per  day  net  revenue  after  prizes 

S438.0 

e.  New  England  Horsemen's  Benevolent  and  Protective  Association  (NEHBPA) 

The  NEHBPA  provided  the  commission  with  revenue  estimates  for  the  installation  of  either  1 .000  or 
2,000  video  gaming  machines  at  each  of  the  four  Massachusetts  racetracks.  These  estimates  are 
presented  in  Table  3-8. 


75 


IGT  appears  primarily  to  be  in  the  business  of  manufacturing  computerized  gambling  products  and  operating 
proprietary  gaming  systems."  according  to  its  2001  10-K  filing  with  the  Securities  and  Exchange  Commission. 
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Table  3-8.  New  England  Horsemen's  Benevolent  and  Protective  Association  Estimate  of 

Revenue  from  Slot  Machines  at  Racetracks 

Dollar  amounts  in  millions. 


Scenario 

Slot  Machine  Revenue 
After  Prizes 

4,000  machines,  $250  per  machine  per  day  net  revenue  after  prizes 

$360 

4,000  machines,  $300  per  machine  per  day  net  revenue  after  prizes 

$432 

4,000  machines,  $350  per  machine  per  day  net  revenue  after  prizes 

$504 

8,000  machines,  $250  per  machine  per  day  net  revenue  after  prizes 

$720 

8,000  machines,  $300  per  machine  per  day  net  revenue  after  prizes 

$864 

8,000  machines.  $350  per  machine  per  day  net  revenue  after  prizes 

$1,008 

IV.      State  and  Local  Revenue  from  Gambling  -  Analysis 

A.         Tax  and  Contribution  Rates 

State  revenue  from  gaming  will  depend  on  the  size  and  number  of  gambling  venues  permitted  and  on 
the  tax  rates  or,  for  Indian  casinos,  the  revenue  sharing  rates  applied  to  casinos'  gambling  revenues 
(after  prizes  are  paid).  Most  discussion  around  this  topic  has  assumed  that  Massachusetts  gambling 
would  remit  to  the  states  the  same  shares  of  revenue  that  are  remitted  in  nearby  states.  In 
Connecticut,  25%  of  slot  revenues  (after  prizes)  at  its  Indian  casinos  are  paid  to  the  state.  In  Rhode 
Island,  51%  to  57%  or  EGD  revenues  at  Lincoln  Downs  and  Newport  Jai  Alai  are  paid  to  the  state. 
In  each  case,  1%  is  also  paid  to  the  local  municipality  of  the  venue.  At  Lincoln,  Rhode  Island,  an 
additional  6%  is  paid  into  a  pool  for  dog  breeders.  Commercially  owned  casinos  pay  marginal  rates 
as  high  as  35%,  and  overall  effective  rates  ranging  from  the  single  digits  in  Nevada,  New  Jersey,  and 
South  Dakota  to  31%  in  Illinois  (see  Table  3-1).  While  the  committee  heard  testimony  that  the 
Connecticut  model  for  Indian  casinos  produces  the  largest  share  of  state  revenues,  because  tribes1 
federal  tax  exemption  allows  them  to  pay  larger  shares  of  revenue  than  a  commercial  casino,  Table 
shows  that  in  some  states,  tax  rates  at  least  comparable  to  Foxwoods'  and  Mohegan  Sun's 
contribution  rates  are  being  charged  to  commercial  facilities.  Illinois,  for  example,  collected  31%  of 
gambling  revenues  from  its  permanently  moored  riverboat  casinos  in  2001,  and  Indiana  collected 
27%. 

The  25%  of  slot  revenues  in  Connecticut  Indian  casinos  and  51%  of  slot  revenues  at  from  Rhode 
Island  racetracks  have  been  said  to  be  the  highest  rates  being  paid  in  the  United  States  for  the  type  of 
venue  involved.  6  Use  of  these  rates  is  not  a  foregone  conclusion,  however.  If  it  chooses  to  expand 
legalized  gambling,  the  Commonwealth  should  seek  to  obtain  the  maximum  feasible  fiscal  benefit, 
while  allowing  for  market-rate  returns  on  investment  necessary  to  the  development  and  operation  of 
successful  venues.  .Arriving  at  these  rates  will  require  further  analysis.  In  the  case  of  Indian 
gambling,  rather  than  seeking  a  higher  share  of  slot  revenues,  optimizing  state  revenue  might  mean 
seeking  (in  addition  to  a  share  of  slot  revenue)  a  share  of  revenues  from  table  games  comparable  to 


76  New  York  State  enacted  legislation  setting  a  higher  tax  rate  on  revenues  from  slot  machines  at  racetracks,  but 
tracks  have  balked  to  date  and  not  developed  any  slot  gambling  at  their  facilities. 
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that  received  for  slots  and  from  non-gambling  activities  (e.g.  hotel  rooms,  meals,  sales;  comparable 
to  their  usual  state  tax  rates. 

B.         Estimates  of  Gambling  Revenues  Paid  to  State 

The  Deloitte  &  Touche  report  estimates  gaming  revenues  of  $905  million  at  a  single.  Indian  casino 
in  southeastern  Massachusetts  and  that  70%  of  these  revenues  would  be  from  slot  machines.  If 
Massachusetts  received  25%  of  these  slot  revenues,  as  does  Connecticut  from  Foxwoods  and 
Mohegan  Sun,  the  commonwealth  would  receive  revenues  of  $158  million  annually.  If  table  game 
revenues  were  shared  in  the  same  proportion,  the  state  would  receive  $226  million.  If  hotel  room, 
food  and  beverage,  and  retail  revenues  were  contributed  at  the  rate  that  these  items  would  normally 
be  taxed,  an  additional  $5  million  in  state  revenue  would  result. 

In  addition,  the  state  would  collect  income  taxes  from  non-Wampanoag  employees  of  the  facility  and 
on  their  purchases.  Deloitte  and  Touche  does  not  estimate  these  revenues. 

The  1 996  Gaming  Strategy  Group  report  conducted  for  the  State  Lottery  would  suggest  that  the 
projected  gambling  revenues  would  produce  for  the  state  either  $84  million  (25%  of  S3  3  5. 8  million 
in  slot  revenues)  for  a  single  southeastern  Massachusetts  casino  or  $232  million  for  the  casino  plus 
slot  machines  at  four  racetracks  (25%  of  $303.7  million  in  slot  revenues  from  the  Indian  casino,  plus 
51%  of  $306.6  million  in  revenues  from  2800  slot  machines  at  the  four  racetracks).  In  inflation- 
adjusted  2002  dollars,  this  would  equal  $97  million  and  $268  million,  respectively. 

The  Cummings  Associates  gambling  revenue  estimate  for  a  southeastern  Massachusetts  Indian 
casino  with  3,000  slot  machines  and  1 ,500  slots  at  each  of  the  state's  four  racetracks  would  produce 
payments  to  the  state  of  $393  million.  If  25%  of  table  revenues  were  also  shared  with  the  state,  a 
payment  of  $450  million  would  result,  assuming  that  80%  of  gambling  revenues  came  from  slots. 

International  Game  Technology,  at  the  behest  of  Suffolk  Downs,  projected  activity'  at  slot  devices 
added  to  four  racing  tracks  and,  assuming  a  51%  state  share  of  revenues  after  prizes,  projected 
payments  to  the  state  of  $223  million  worst  case  ($200/machine/day,  6,000  machines)  and  $447 
million  best  case  ($300/machine/day,  8,000  machines).  Note  that  this  projection  relies  on  a  larger 
number  of  devices  at  the  tracks  than  the  earlier  Gaming  Strategy  report:  6,000  to  8,000  machines, 
versus  2,800. 

The  revenue  estimates  provided  by  the  New  England  Horsemen "s  Benevolent  and  Protective 
Association  would  produce  payments  of  $184  million  to  $514  million,  depending  on  1 )  whether  a 
total  of  4,000  or  8,000  machines  were  to  be  allowed  at  the  four  tracks,  and  2)  the  amount  of  revenue 
after  prizes  per  machine  per  day. 

C.         Casino  Only 

In  summary,  consultant  reports  (Deloitte  &  Touche,  Gaming  Strategy  Group)  estimate  that  a  single 
casino  contributing  25%  of  its  slot  revenues,  as  do  the  Indian  casinos  in  Connecticut,  would  yield 
between  $97  million  and  $  143  million  for  the  state  in  2002  dollars.  If  table  game  revenue  were  also 


Pase  43 


to  be  contributed  at  the  same  rate,  the  state's  yield  would  be  $135  million  to  $205  million. 
Cummings  Associates"  estimate  for  the  state's  yield  from  a  casino,  at  $126  million,  is  lightly  below 
the  bottom  of  this  range,  though  their  estimate  is  not  completely  comparable  because  it  also  assumed 
the  existence  of  6,000  slot  machines  at  racetracks. 

D.  Racetrack  Slots  Only 

The  Cummings  Associates  report  indicates  a  demand  for  9,000  slot  machines  in  a  casino  and  at  the 
four  racetracks  in  the  eastern  part  of  the  state.  The  earlier  Gaming  Strategy  Group  report  suggested 
that  nearly  7.000  machines  could  be  supported  by  the  demand  in  and  around  Massachusetts.  Each  of 
the  reports  summarized  above  except  the  Deloitte  &  Touche  report,  which  contains  no  explicit 
estimate  for  number  of  machines,  estimate  that  slot  machines  would  produce  revenue  after  prizes  of 
$200  to  $350  per  day.  consistent  with  the  experience  in  venues  around  the  country.  Based  on  these 
assumptions,  the  annual  state  share  that  would  result  from  slot  revenue  estimated  in  these  reports 
ranges  from  $  1 80  million  to  $514  million,  assuming  a  tax  of  5 1  %  on  racetrack  slot  revenue.  If  a 
total  of  6,000  slot  devices  were  to  be  installed  at  the  state's  racetracks,  they  would  yield  annual  slot 
taxes  for  the  state  of  $223  million,  assuming  revenue  of  $200  per  device  per  day,  and  $391  million, 
assuming  revenue  of  $350  per  device  per  day. 

E.  Southeastern  Massachusetts  Casino  and  Slot  Machines  at  Racetracks 

Two  of  the  reports  summarized  earlier  (Gaming  Strategy  Group,  Cummings  Associates)  estimated 
gambling  revenue  for  a  single  large  casino  in  southeastern  Massachusetts  plus  slot  machines  at  each 
of  the  four  Massachusetts  tracks.  Assuming  a  total  of  2,800  racetrack  slots,  Gaming  Strategy  Group 
estimates  state  revenue  of  $307  million,  while  Cummings  Associates  projects  that  the  state  would 
receive  $450  million,  assuming  6.000  slot  devices  at  tracks. 
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Thus,  the  consultant  reports  and  submissions  discussed  above  indicate  that  the  Commonwealth 
could  receive  between  $135  million  and  $450  million  annually  by  allowing  the  expansion  of 
legalized  gambling  on  a  scale  that  would  seem  likely  not  to  exceed  projected  demand.  The  amount 
within  that  range  that  would  ultimately  be  received  would  depend  on  the  nature  and  number  of 
gambling  establishments  that  were  to  be  permitted  and  the  rate  at  which  they  were  taxed  or 
otherwise  shared  their  revenue  with  the  state.  A  summary  of  gambling  revenue  and  the  resulting 
state  revenue  projected  by  all  the  reports  discussed  above  can  be  found  in  Table  3-9. 
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V.       Substitution  Effects 

One  concern  expressed  about  the  expansion  of  legalized  gambling  is  that  the  money  expended  on  it 
would  to  some  extent  simply  substitute  for  spending  on  other  items  that  would  otherwise  have 
occurred.  To  the  extent  that  in-state  gambling  facilities  recapture  current  gambling  expenditures  by 
Massachusetts  residents  at  venues  in  other  states,  substitution  is  reduced  -  the  dollars  are  already 
leaving  the  state.  (See  the  economic  development  chapter  of  this  report  for  a  fuller  discussion). 

Measuring  this  '"substitution  effect"  is  difficult,  and  estimates  of  its  size  vary.  From  a  purely  fiscal 
perspective,  however,  consumers'  direct  expenditures  on  legal  gambling  would  likely  yield  higher 
government  revenue  than  if  the  same  amount  were  to  be  spent  on  other  items  subject  to  sales,  use, 
and  meal  taxes.  This  is  because  the  gambling  tax  rates  or.  for  Indian  casinos,  revenue  sharing  rates 
contemplated  are  higher  than  the  tax  rates  on  other  kinds  of  spending.  In  the  extreme  case,  a  tax  rate 
of  51%  on  racetrack  slot  revenues  is  more  than  ten  times  the  Massachusetts  sales  tax  rate  of  5%. 


VI.      Other  Revenue 

This  discussion  has  centered  on  the  amounts  that  gambling  establishments  would  pay  to  state 
government  in  gambling  taxes  or  revenue  sharing.  Considerable  additional  state  revenue  would  also 
result  from  increased  employment  and  economic  activity  created  by  new  gambling  venues.  For 
example,  the  Deloitte  and  Touche  report  predicts  9,000  new  full-  and  part-time  jobs  would  be  created 
at  a  large,  southeastern  Massachusetts  casino.  The  average  wage  of  casino  employees  in  the  eleven 
states  with  commercial  casino  gambling  ranged  from  $  1 6,320  to  $40,690  in  200 1 ,  with  most  grouped 
around  $30,000.  The  national  average  wage  was  $31,471.7' 

If  the  9,000  new  full-  and  part-time  jobs  projected  by  Deloitte  &  Touche  had  the  2001  national 
average  wage  for  commercial  casino  employees,  the  annual  payroll  would  exceed  $283  million. 
Estimating  the  income  taxes  that  would  be  produced  by  these  wages  is  somewhat  complex,  for  two 
reasons.  First,  we  do  not  know  the  distribution  of  wages,  meaning  the  number  of  lower-wage  versus 
higher- wage  earners  that  make  up  the  total.  Second,  employees'  tax  liabilities  would  depend  on  a 
variety  of  factors  beyond  their  wages,  including  the  size  and  composition  of  their  households,  their 
other  income,  and  whether  they  were  eligible  for  other  tax  credits  or  deductions.  In  addition,  the  net 
new  wages  produced  would  depend  on  the  extent  to  which  casino  spending  substituted  for  spending 
that  otherwise  would  have  occurred  and  supported  jobs  in  other  areas  of  the  economy.  As  discussed 
earlier,  measurement  of  these  substitution  effects  is  also  complex.  Nonetheless,  net  increases  in 
employment  are  likely  to  result  from  any  widespread  expansion  of  legalized  gambling,  and  more 
extensive  study  should  be  made  of  the  probably  significant  fiscal  impact  this  would  have. 


77 

American  Gaming  Association.  "State  of  the  States:  The  AG  A  Survey  of  Casino  Entertainment.' 
http://www.americangaming.org/survey2002/econom  ic_impact/"'impact.html 
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VII.     Effect  on  the  State  Lottery 

There  is,  however,  one  possible  notable  exception  to  legal  gambling's  superiority  from  a  revenue 
contribution  perspective:  the  Massachusetts  State  Lottery.  The  effect  of  expanding  legalized 
gambling  on  state  lottery  revenue"  calls  for  examination.  In  each  case,  the  above  estimates  are  of 
the  state's  share  of  revenues  that  would  be  brought  in  by  newly  permitted  gambling  venues.  They  do 
not  net  out  any  lottery  revenue  loss  that  would  result  if  gambling  on  table  games  or  slots  were  to 
displace  lottery  sales. 

Different  studies  have  suggested  different  effects  of  expansion  of  legalized  gambling,  ranging  from 
no  significant  substitution  between  lotteries  and  casino  and  slot  machine  gambling,  to  substitution 
only  for  certain  types  of  lottery  games,  to  decreasing  the  rate  of  lotteries'  growth.  In  no  instance, 
however,  has  a  study  found  sustained  decreases  in  lottery  sales  following  the  introduction  of  other 
forms  of  legalized  gambling. 

As  noted,  the  rate  of  state  lottery  revenue  growth  has  slowed  after  the  introduction  of-  though  not 
necessarily  because  of-  casinos  or  electronic  gaming  devices  in  a  state  or  in  neighboring  states, 
though  there  is  no  consistent  national  trend.  In  a  studv  of  growth  rates  in  lottery  sales  revenue  five 
years  before  and  after  casino  openings,  Deloitte  &  Touche  found  fourteen  cases  where  growth  rates 
declined,  ten  cases  where  they  increased,  and  three  cases  where  they  did  not  change  more  than  1%. 
The  average  change  in  the  growth  rate  was  negative  1.16%. 

Table  3-10  below,  excerpted  from  the  Deloitte  &  Touche  study,  delineates  the  changes  in  lottery 
revenue  growth  solely  for  states  that  introduced  casino  gambling  in  their  jurisdictions.  For  all  states 
except  New  York  and  possibly  Colorado  below,  the  introduction  of  casino  gambling  was  a 
significant  expansion  of  gambling;  that  is,  the  new  gambling  revenues  were  large  relative  to  amounts 
previously  spent  on  gambling.  Other  than  Rhode  Island,  the  study  did  not  include  an  examination  of 
the  effect  racino  introduction  had  on  lottery  revenues  in  certain  states. 


Table  3-10.  Lottery  Revenue  Growth  Rates  Before  and  After 

Casino  Openings 

State 

Start  of  Casino  Openings 

Real  Growth  Rate  5  yrs 
Before  Opening 

Real  Growth  Rate  5  yrs 
After  Openins 

Connecticut 

1992  -  Foxwoods 

-2.42% 

4.92% 

Connecticut 

1996  -Mohegan  Sun 

3.08% 

2.39% 

New  York 

1994  -  Turning  Stone 

0.99% 

6.60% 

New  Jersey 

1978 

12.01% 

11.73% 

Illinois 

1992 

-0.35% 

-2.19% 

Michigan 

1995 

0.50% 

2.36% 

Missouri 

1994 

5.84% 

4.82%. 

Colorado 

1992 

14.06%  • 

5.  "2% 

Iowa 

1991 

10.88% 

1.72% 

Indiana 

1996 

6.08% 

-1.90% 

Rhode  Island 

1992 

8.01% 

29.03% 
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Deloitte  &  Touche  notes  that  in  part,  the  introduction  of  expanded  legalized  gaming  has  not  harmed 
lotteries  because  they  take  competitive  action.  These  actions  include  diversifying  product  offerings, 
increasing  advertising,  offering  higher  payouts,  and  coordinating  with  other  states  to  offer  multi-state 
games.  One  unusual  risk  in  the  Commonwealth  arises  because  some  of  these  options  may  be 
foreclosed  to  Massachusetts,  in  part  due  to  the  lottery's  unique  success  to  date.  The  Massachusetts 
lottery  already  offers  a  large  number  of  diverse  games.  It  is  barred  from  expanding  its  very  limited 
advertising  by  state  law.  .And  it  already  offers  by  far  the  highest  prize  payout  in  the  nation. 

We  should  also  note  that,  regardless  of  the  above  statistics  on  the  change  in  lottery  revenue  growth 
rates,  the  Deloitte  and  Touche  data  indicate  that  net  change  in  total  gambling  revenue  (lottery  and 
casino  gambling  combined)  to  states  from  the  introduction  of  casino  gambling  has  in  every  case  been 
a  net  increase. 

Massachusetts  lottery  net  income  statistics  bear  this  out:  the  real  growth  rate  for  the  lottery's  net 
income  in  the  five  years  before  Foxwoods  opened  in  1 992  was  -0.22%,  while  the  growth  rate  for  the 
five  years  after  Foxwoods  opened  was  4.67%.  Likewise,  the  five  years  before  Mohegan  Sun  opened 
in  1996  saw  a  Massachusetts  lottery  net  income  real  growth  rate  of  4.44%,  with  a  rate  of  4.00%  in 
the  five  years  since. 

Commission  member  Rev.  Richard  McGowan,  S.J.  found  that  the  advent  of  casino  gambling  did 
affect  instant  (scratch  ticket)  games  -  and  it  should  be  noted  that  instant  games  account  for  over  70% 
of  Massachusetts  lottery  revenue  and  constitute  the  most  significant  sales  growth  area.  Casino 
gambling  appeared  to  slow  the  rate  of  growth  in  four  out  of  the  five  states  examined;  in  the  fifth, 
Iowa,  instant  game  sales  were  already  declining. 78  In  another  paper,  Rev.  McGowan  examined  the 
overall  revenue  effects  when  casino  gambling  was  instituted.  In  every  case,  overall  revenue 
increased.79  This  accords  with  the  discussion  of  the  Deloitte  and  Touche  report  above. 

Although  growth  rates  for  lottery  sales  may  decline  after  the  introduction  of  casinos  in  the  state,  a 
report  published  by  the  Center  for  Policy  Analysis  at  UMass  Dartmouth  finds  that  the  overall  level  of 
lottery  sales  generally  continues  to  increase.  The  pattern,  however,  may  be  different  for  lottery 
profits.  The  data  published  in  this  UMass  report  shows  that  in  some  states,  lottery  profits  initially 
declined  in  the  first  or  second  year  following  the  opening  of  a  casino  before  eventually  rebounding. 
For  example,  when  the  Foxwoods  Casino  opened  in  1992,  Connecticut  lottery  profits  fell  from  of 
$221.3  million  to  $217.3  million  m  1994  before  recovering  to  $249.7  million  in  1995.  Similarly, 
when  the  Mohegan  Sun  Casino  opened  in  1996,  Connecticut  lottery  profits  declined  from  $262.1 
million  to  $251.5  million  in  1997  then  increased  to  $264.3  million  in  1998.  The  UMass  report  did 
not  do  any  analysis  of  the  impact  on  lottery  sales  from  electronic  gaming  devices. 

The  Gaming  Strategy  Group  report  commissioned  by  the  Massachusetts  State  Lottery  in  1996  offers 
a  different  perspective.  It  analyzed  casinos'  and  electronic  gaming  devices'  effects  on  lottery  sales  in 
several  ways.    After  simply  examining  lottery  growth  rates  after  the  introduction  of  potentially 


7R 

Richard  McGowan.  "Evaluating  a  State's  Gambling  Strategy:  The  Relationship  Between  Lottery  Sales  and  Casino 
Gambling"  in  "Casino  Gambling  and  its  Economic  Consequences,"  Federal  Reserve  Bank  of  Boston,  June  1995. 

Richard  McGowan,  "The  Rise  of  the  Casino  Gaming  Industry:  A  Historical  and  Ethical  Perspective,"  The  World 
&  I,  March  1997. 
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competing  gambling  alternatives,  Gaming  Strategy  Group,  like  the  authors  of  the  reports  mentioned 
above,  noted  no  clear  pattern. 

But  after  analyzing  the  issue  in  three  other  ways,  they  did  discern  an  effect,  though  the  data  was 
insufficient  to  allow  it  to  be  quantified.  Gaming  Strategy  Group  noted  that  while  Massachusetts 
lottery  sales  continued  to  increase  after  the  opening  of  Foxwoods,  the  rate  of  growth  was  lower  in 
counties  closer  to  the  new  casino  and  increased  with  greater  distance  from  the  casino.  They  also 
determined  that  rates  of  lottery  sales  growth  seemed  to  vary  according  to  competition  from  other 
forms  of  gambling:  sales  growth  rates  were  highest  in  lottery-only  states,  second  highest  in  casino- 
only  states,  third  highest  in  states  that  offered  electronic  gaming  devices,  and  lowest  in  states  that  had 
both  casinos  and  other  electronic  gaming  devices. 

Finally,  comparing  lotteries  in  states  that  had  no  competitive  alternatives  to  those  that  allowed 
casinos,  electronic  gaming  devices,  or  both.  Gaming  Strategy  Group  found  that  the  presence  of 
gambling  alternatives  lowered  the  lottery  sales  growth  rate  by  4  to  5  percentage  points  per  year  and 
that  all  told,  this  had  left  casino/gaming  device  states  with  1 7%  lower  per  capita  lottery  sales  than  if 
they  had  faced  no  alternative  gambling  competition.  In  Massachusetts,  since  the  lottery  already  faced 
competition  from  Foxwoods  and  Rhode  Island  tracks,  the  study  predicted  a  -9.9%  impact  on  lottery- 
sales  if  a  large  casino  were  opened  in  southeastern  Massachusetts. 

Based  on  this  analysis,  they  predicted  that  a  single  southeastern  Massachusetts  casino  would  lower 
lottery  sales  by  $283  million  relative  to  what  they  otherwise  would  be.  while  a  casino  plus  2,800  slot 
machines  at  four  race  tracks  would  depress  lottery  sales  by  $374  million,  both  against  a  base  of  $2.85 
billion  in  sales  -  though  the  mechanism  and  timing  of  this  divergence  is  not  clear.  Combined  with 
Gaming  Strategy  Group's  casino  and  electronic  gaming  device  performance  estimates,  the  projected 
reduction  in  lottery  profits  would  indicate  a  net  gain  to  the  state  of  $22  million  for  a  southeastern 
Massachusetts  casino  or  $  147  million  for  a  southeastern  Massachusetts  casino  plus  2.800  race  track 
slot  machines.  (Table  3-11  below).  The  Gaming  Strategy  Group  warns,  however,  that  because 
Massachusetts  has  extraordinarily  high  per  capita  lottery  sales,  there  may  be  less  "headroom**  for 
total  gambling  to  expand  here  without  eroding  lottery  sales  and  profits. 


Table  3-11.  Gaming  Strategy  G 

roup  Estimate 

of  Lottery  Sales  Decline  (1996) 

State 

Casino/EGD 

Lottery  Sales    Lottery  Profit       Net  State 

Revenue 

Effect               Effect         Revenue  Gain 

Southeastern  Massachusetts  casino 

$                84 

$           (283)   $             (65)   $              19 

Southeastern  Massachusetts  casino  plus  2800 

slots  at  racetracks 

$              229 

$           (374)    S             (86)   $            143 

Any  year-to-year  gain  in  lottery  profits  due  to  the  lottery's  normal  sales  trend  would  be  in  addition  to 
the  net  state  gain  indicated  immediately  above. 

Gaming  Strategy  summarizes  their  findings  as  follows: 

Alternate  gambling  activities  appear  to  impact  traditional  lottery  game  sales.  But.  the 
impact  is  subtle.    These  activities  do  not  cause  lottery  sales  to  decrease:  only  a 
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minority  of  traditional  lottery  games  in  a  minority  of  states  had  decreasing  sales 
trends.  Rather,  casinos  and  devices  appear  to  suppress  or  inhibit  the  growth  of 
traditional  lottery  sales.  The  combination  of  casinos  and  devices  exerts  the  strongest 
suppression.  Devices  alone  exert  the  second  strongest  impact,  and  casinos  alone  the 
third  strongest  impact.80 

The  results  of  Gaming  Strategy  Group's  analysis  causes  some  concern,  indicating  that  substantial 
amounts  of  state  revenue  gained  by  expanding  legalized  gambling  could  be  offset  by  losses  in  lottery 
profit.  It  should  be  noted,  however,  that  aspects  of  the  analysis  are  not  entirely  clear  and  that  six 
years  have  passed  since  it  was  done.  Since  then,  Massachusetts  residents  have  had  even  more 
opportunities  to  gamble,  while  the  lottery  has  continued  to  grow,  and  to  the  extent  that  new 
Massachusetts  facilities  recaptured  dollars  already  being  spent  in  other  states,  the  losses  predicted  by 
Gaming  Strategy  Group  are  lessened.  In  short,  the  Gaming  Strategy  Report  raises  questions  that 
require  further  study,  but  it  is  not  conclusive. 

For  Massachusetts,  the  introduction  of  casinos  in  Connecticut  and  video-lottery  terminals  in  Rhode 
Island  has  not  reversed  the  general  upward  trend  in  the  state's  lottery  sales  and  profits;  Massachusetts 
lottery  sales  and  profits  has  increased  consistently  every  year  since  these  other  forms  of  legalized 
gambling  have  appeared.  We  cannot  be  certain,  however,  of  whether  or  how  much  higher  lottery 
sales  and  profits  would  have  been  without  this  competition.  In  the  five  years  following  the  FY  1 992 
opening  of  Foxwoods,  Massachusetts  lottery  sales  and  profits  grew  faster  than  in  the  five  years 
before  its  opening.  On  the  other  hand,  in  the  five  years  after  Mohegan  Sun's  opening  in  FY  1996, 
Massachusetts  lottery  sales  grew  more  slowly  than  in  the  prior  five-year  period.  These  opposite 
patterns  could  indicate  that  Mohegan  Sun  saturated  the  gambling  market  enough  to  affect  lottery 
sales,  or  they  might  simply  show  the  shortcomings  of  only  looking  at  sales  before  versus  sales  after 
without  examining  other  events  and  changes  that  might  have  occurred. 

In  fiscal  year  2002,  Massachusetts  received  21.3%  of  its  lottery  sales  as  profit.  Every  dollar  of 
lottery  sales  produced  $0,213  in  revenue  to  the  state  available  to  fund  public  purposes.  If  revenue 
from  expanded  gambling  does  substitute  for  lottery  sales,  one  could  afford  to  lose  up  to  $2.40  in 
lottery  sales  to  produce  $1  of  slot  revenue  after  prizes  at  a  racetrack  and  have  a  greater  overall  state 
gam.  For  a  casino  paying  25%  of  gambling  revenue  to  the  state,  one  could  lose  up  to  $  1 . 1 7  in  lottery 
sales  for  every  $  1  of  state  gambling  revenue  and  have  an  overall  state  gain.  As  noted  earlier,  no  state 
has  sustained  losses  of  this  sort  after  the  introduction  of  casinos  or  other  electronic  gambling 
opportunities.  Rather,  total  state  gambling  revenues  (from  lottery  plus  casinos  and  electronic 
gambling  devices)  have  increased  in  every  state  with  a  lottery  where  casino  or  slot  machine  gambling 
has  been  introduced.  And  assuming  the  same  25%  or  50%  state  shares  of  revenues,  Massachusetts, 
because  of  its  low  lottery  profit  margin  (due  to  high  prize  payouts),  would  have  a  lower  multiple  of 
revenue  from  expanded  gambling  to  lottery  sales  needed  to  break  even  than  all  but  a  handful  of  other 
states.  In  this  sense,  Massachusetts  is  less  at  risk  from  any  potential  loss  of  lottery  sales  brought 
about  by  the  expansion  of  legalized  gambling. 


on 

The  Gaming  Strategy  Group.  "The  Impact  of  Casinos  and  Gaming  Devices  on  the  Massachusetts  State  Lottery. 
June  28,  1996. 
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The  results  of  this  report's  analysis  and  testimony  to  the  commission  have  indicated  that  there  could 
be  a  negative  impact  on  present  and  future  lottery  revenue.  Further  analysis  should  investigate  any 
potential  losses  to  local  aid,  in  particular.  If  the  Commonwealth  were  to  determine  that  expansion  of 
legalized  gambling  created  such  a  risk,  it  could  consider  a  hold  harmless  provision  for  local  aid  --  to 
which  lottery  profits  are  currently  devoted.  The  details  of  such  a  provision  will  require  further 
analysis.  For  example,  should  gambling  taxes/revenue  sharing  be  used  to  guarantee  cities  and  towns 
aid  equal  to  the  prior  years?  Or  should  they  instead  be  guaranteed  some  rate  of  increase  that  seeks  to 
approximate  what  they  would  have  received  absent  the  introduction  of  casinos  or  slot  machines?  If 
so,  how  should  the  rate  of  increase  be  determined?  Should  it  grow  with  inflation,  or  at  a  set  rate, 
perhaps  based  on  some  historic  trend,  or  at  a  rate  that  tracks  lottery  growth  elsewhere  in  the  nation? 


VIII.    Costs 

Any  effects  on  lottery  sales  are  the  most  obvious  potential  costs  that  must  be  taken  into  account  in 
analyzing  the  fiscal  impact  of  the  expansion  of  legalized  gambling.  The  commission  has  heard 
testimony  and  received  information  about  other  costs,  as  well. 


IX.      Regulation 

To  ensure  the  integrity  of  legalized  gambling,  a  thorough  and  professional  regulatory  scheme  is 
necessary.  In  the  case  of  Indian  casinos,  general  regulatory  authority  is  vested  in  the  National  Indian 
Gaming  Commission  and  in  the  tribal  government  by  the  federal  Indian  Gaming  Regulator.-  Act. 
Commercial  casinos  and  other  commercial  gaming  venues  are  regulated  by  state  government,  as  are 
some  tribal  venues  when  the  tribe  has  agreed  to  some  degree  of  state  oversight  in  its  Indian  gaming 
compact  or  otherwise. 

An  effective  regulatory  structure  can  be  expensive  to  operate.  The  state  of  Connecticut,  for  example, 
spent  nearly  $2.7  million  on  its  Division  of  Special  Revenue's  casino  gambling  operations  in  fiscal 
year  2000-2001.  If  legalized  gambling  is  expanded,  however,  the  full  cost  of  regulation  and 
enforcement  could  and  might  be  assessed  against  the  industry  through  licensing  and  other  user  fees. 
In  this  manner,  state  government  would  take  on  no  new  financial  burden  to  perform  its  oversight 
role. 

During  an  initial  period  between  a  decision  to  expand  legalized  gambling  and  the  time  the  industry  is 
up  and  running,  however,  an  appropriation  might  be  necessary  to  fund  start-up  costs.  During  this 
interim  period,  the  regulatory  apparatus  would  have  much  work  to  do  -  promulgating  regulations, 
licensing  owners  and  operators,  and  monitoring  initial  operations  -  but.  with  an  industry-funded 
model,  it  might  not  yet  have  the  resources  to  do  it. 
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X.       Local  Burden 

Representatives  of  local  government  testified  before  the  commission  that  the  location  of  gambling 
facilities  in  their  communities  would  impose  substantial  new  costs  on  their  local  governments  and 
that  these  costs  should  not  be  theirs  to  bear. 

In  recognition  of  this  fact,  some  states  provide  local  host  communities  of  gambling  venues  with  fees 
or  special  taxes.  In  Rhode  Island,  for  example,  the  towns  in  which  gambling  facilities  are  located 
receive  an  amount  equal  to  one  percent  of  the  facilities'  gambling  revenue.  This  is  not  always  the 
case,  however.  In  Connecticut,  towns  surrounding  the  two  tribal  casinos  participate  in  the  statewide 
local  aid  program  funded  by  the  state's  revenues  from  the  facilities,  but  receive  no  special 
consideration  as  host  communities.  As  a  result,  they  report  that  they  bear  costs  in  excess  of  their 
fiscal  gains  from  the  existence  of  the  casinos.  The  Town  of  Preston,  Connecticut  reports  that 
additional  costs  for  emergency  services  (fire  and  police),  public  works,  and  general  administration 
impose  on  them  an  annual  burden  of  $754,400  and  a  one-time  cost  of  $7.4  million  for  infrastructure 
upgrades  and  lost  value  of  residents'  real  estate.  The  Town  of  Ledyard  indicates  that  its  costs  from 
hosting  the  Foxwoods  casino  were  $2,221,976  in  fiscal  year  2000-2001.  North  Stonington  also 
reports  similar  costs.  Yet  the  three  towns  received  only  $1.3  million  from  the  state's  casino-funded 
revenue  sharing  program. 

If  Massachusetts  adopts  an  expansion  of  legalized  gambling,  the  Commonwealth  could  consider  a 
method  to  properly  compensate  host  communities  for  the  costs  created  by  gambling  facilities. 
Legitimate  costs  in  neighboring  communities  could  similarly  be  compensated.  Further  study  should 
determine  whether  simply  to  grant  host  and  neighboring  communities  some  share  of  gambling  taxes 
or  revenue  sharing  proceeds,  to  reimburse  documented  costs  out  of  these  funds,  or  to  require  the 
gambling  facilities  to  pay  for  these  documented  costs  directly. 


XI.      Social  Services  and  Lost  Productivity 

The  most  difficult  potential  fiscal  impact  of  expanded  legalized  gambling  to  quantify  is  the  cost  of 
providing  social  and  health  services  and  the  taxes  lost  due  to  reduced  productivity  of  problem  and 
compulsive  gamblers.  The  commission  did  not  receive  data  that  would  allow  proper  assessment  of 
these  costs.  Further  study  is  indicated,  however,  since  this  is  potentially  among  the  largest  gambling- 
related  costs  to  state  government.  The  Social  and  Cultural  Impacts  chapter  of  this  report  has  a  more 
extensive  discussion  of  the  potential  nature  and  extent  of  adverse  social  consequences  of  expanded 
legalized  gambling. 


XII.     Conclusion 

The  expansion  of  legalized  gambling  has  the  potential  to  provide  substantial  new  revenues  to  help 
fund  vital  state  and  local  services.  On  the  other  hand,  there  are  some  costs  and  potential  risks,  most 
notably  to  lottery  revenue.  Most  of  the  evidence  presented  in  this  section  of  the  report  indicates  that 
on  a  purely  fiscal  basis,  these  costs  and  risks  appear  to  be  outweighed  by  the  fiscal  benefits.  The 
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Part  Four 


SOCIAL  AND  CULTURAL  IMPACT 


\ 


I.      Introduction 

Legalized  gambling  is  a  growing  phenomenon  throughout  the  United  States,  and  has  sparked  much 
debate  in  many  jurisdictions.  Casino  revenue  has  been  touted  as  both  the  cause  of  social 
regeneration  through  employment  and  community  reinvestment  and  the  catalyst  for  social  decay — 
for  crime,  illness,  bankruptcy  and  the  loosening  of  social  morality.  This  section  examines  the 
relevant  literature  and  research  to  assess  the  social  and  cultural  issues  as  they  apply  to  the 
legalization  of  gambling  within  the  Commonwealth.  It  also  combines  testimony  in  the 
Commission's  four  public  hearings  that  is  relevant  to  social  and  cultural  issues. 


II.        Frameworks  for  Analysis 

A.         Social  Costs  and  Benefits 

In  the  past,  it  has  been  easy  for  the  public  to  divide  into  proponents  arguing  economic  benefits  and 
opponents  arguing  social  costs.  In  those  circumstances,  policymakers  are  left  to  weigh  the  one 
against  the  other.  This  dynamic  has  force  in  Massachusetts.  Proponents  see  regular  visitation  by 
Massachusetts  residents  to  the  casinos  of  the  Mohegan  Tribe  and  Mashantucket  Pequot  Tribal  Nation 
and  ask  the  reasonable  question:  Could  we  not  reduce  the  State's  deficit  by  keeping  some  of  those 
dollars  and  jobs  in  the  State?  Opponents  likewise  mount  the  reasonable  question:  Wouldn't  an  in- 
state casino  bring  gambling  addiction,  cultural  change,  and  other  problems  to  our  communities? 

As  intuitively  appealing  as  this  dynamic  is,  it  reflects  the  political  forces  operating  on  the  issue, 
rather  than  the  full  set  of  necessary  elements  for  analysis.  Gambling  potentially  brings  social  benefits 
as    well    as    social    costs.       Likewise,    it    has    economic    costs    as    well    as    benefits    (see 
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Figure  4-1 ).  Nonetheless  without  full  consideration  of  costs  and  benefits,  policymakers  cannot  be 
assured  that  they  are  making  good  decisions.  As  casino  opponents  regularly  (and  correctly;  point 
out,  policymaking  will  always  be  misguided  if  it  examines  only  economics.  However,  opponents  do 
not  observe  as  readily  that  the  exclusion  of  social  benefits  (because  they  are  hard  to  measure)  is 
equally  misleading.  Just  as  gambling  may  cause  people  to  behave  in  ways  that  are  self-destructive 
and  socially  harmful,  gambling  may  provide  psychological  benefits  of  entertainment  or  the  social  and 
health  benefits  of  economic  development  (see  below).  What  is  needed  is  a  comprehensive  and 
complete  approach  to  social  costs  and  benefits. 
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Figure  4-1. 
The  Socioeeonomic  Ledger  in  Typical  Gambling  Debates 
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B.         The  State  of  Social  Science 

Unfortunately,  existing  social  science  data  and  techniques  cannot  deliver  a  quantified  socioeconomic 
cost-benefit  conclusion.81  First,  the  social  questions  are  difficult  to  study  because  social  problems  in 
general  have  so  many  potential  causes.  As  the  title  of  a  US  General  Accounting  Office  (GAOj  report 
put  it  so  dryly,  Impact  of  Gambling:  Economic  Effects  More  Measurable  than  Social  Effects  . 
Second,  the  science  of  gambling  behavior  and  socioeconomic  impact  is  very  young.  A  1 998  search 

.01 

for  peer-reviewed  public  health  journal  articles  on  gambling  pathology  only  revealed  20  articles  .  In 
addition,  no  comprehensive  incidence  study  that  follows  individuals  through  time  and  examines  their 
experience  of  exposure  to  gambling  has  been  done.  Indeed,  the  National  Institutes  of  Health  has  not 
even  had  a  budget  to  study  pathological  gambling.  Locally,  Massachusetts  only  funded  pathological 
gambling  research  briefly  and  minimally  in  the  late  1980s. 


Third,  the  complexity  of  the  factors  causing  gambling  pathology  makes  it  impossible  to  attribute 
changes  in  prevalence  to  any  one  of  many  alternative  causes  (e.g.,  increased  gambling  availability). 
Fourth,  the  links  between  gambling  pathology  and  social  problems  (e.g.,  crime,  bankruptcy,  domestic 
violence,  suicide)  have  not  been  studied  to  the  degree  necessary  to  understand  the  causal  links 
necessary  to  associate  changes  in  these  broader  indicators  of  social  health  and  changes  in  gambling 
pathology.  Thus,  while  there  is  a  common-sense  notion  that  availability  of  gambling  increases  the 
prevalence  of  gambling  pathology  in  the  population  as  a  whole,  and  in  turn  the  increases  in  gambling 
pathology  bring  increases  in  social  problems,  the  scientific  research  cannot  establish  the  strength  of 
the  relationship. 


81 


A  number  of  scholars  and  government  analysts  have  purported  to  have  calculated  the  total  social  costs  or  the  net 
social  cost/benefit  of  gambling  liberalization.  However,  the  layering  on  of  assumptions  and  estimations  and  the  ver 
significant  potential  for  double-counting  and/or  omissions  renders  these  estimates  problematic.  Particularly  since 
the  medical  science  relating  pathological  gambling  prevalence  to  access  to  one  or  another  form  of  aamblins  is  so 
underdeveloped,  it  is  impossible  to  know  that  we  know  the  total  level  of  costs  and  benefits  with  any  reliabilitv 
Furthermore,  a  total  public  cost-benefit  analysis  has  to  take  into  account  the  personal  costs  and  benefits  of  such 
amenity  considerations  as,  for  example,  the  value  to  some  people  of  living  in  a  society  that  allows  personal  freedom 
to  take  risks  AND  the  value  to  others  of  living  in  a  society  that  does  not  undermine  a  work  ethic  by  encouraging  get- 
rich-quick  behavior,  neither  of  which  is  easily  reducible  to  public  cost  or  benefit  numbers.  Thus,  estimates  of  cost 
and  benefits  should  be  assessed  with  extreme  care,  and  some  might  say.  suspicion. 

82  GAO,  2000. 

83  Shaffer  &  Korn,  2002 
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Fifth,  a  major  component  of  the  public  policy  debate  is  cultural  (on  both  sides  of  the  issue — see 
below),  and  the  tools  of  economics  and  other  social  science  that  could  be  used  to  measure  the  extent 
and  intensity  of  views  on  the  issue  are  too  blunt  or  expensive  to  be  of  practical  assistance.  Sixth,  the 
controversy  arising  out  of  differences  in  cultural  attitudes  toward  gambling  creates  a  political 
atmosphere  that  itself  may  generate  social  costs.  If  the  policymaking  process  creates  monopolistic 
markets,  exorbitant  taxes  would  be  socially  costly. 

Finally,  the  specific  question  Massachusetts  faces  demands  an  extraordinary  level  of  precision  from 
the  social  science  research  that  exists  today.  In  particular,  what  is  required  is  an  answer  to  the 
question:  What  are  the  incremental  social  costs  and  benefits  to  the  Commonwealth  of  bringing 
expanded  gambling  into  Massachusetts?  Answering  this  broad  question  entails  answering  numerous 
subsidiary  questions,  virtually  all  of  which  the  social  science  literature  is  too  undeveloped  to  answer. 
For  example:  What  change  in  pathology-induced  crime  would  arise  due  to  greater  geographic  access 
to  a  hypothetical  Massachusetts  facility— in  other  words,  crime  not  associated  with  visitation  and 
separate  from  existing  pathology-induced  crimes  arising  from  betting  at  Connecticut,  cruise-ship, 
bingo,  Lottery,  or  illegal  venues?  Unfortunately  for  Massachusetts'  policymakers,  this  question  and 
its  ilk  cannot  be  answered  with  the  available  tools. 

The  next  sections  lay  out  the  evidence  behind  these  observations.  Section  III  addresses  problem 
gambling  as  a  public  health  issue  and  relates  what  is  known  about  the  prevalence,  concentration,  and 
trends  of  pathological  gambling.  Section  IV  addresses  crime,  bankruptcy,  and  other  social 
consequences.  Section  V  addresses  the  social  benefits  of  employment.  Section  VI  addresses  ethical 
and  moral  considerations. 


III.       Problem  and  Pathological  Gambling  as  a  Public  Health  Issue 

To  properly  begin  an  assessment  of  the  social  and  cultural  impact  of  the  potential  expansion  of 
legalized  gambling  in  the  Commonwealth,  it  is  necessary  to  explore  problem,  or  disordered, 
gambling,  particularly  within  a  public  health  framework.  Korn  and  Shaffer  were  the  first  to  propose 
adopting  a  public  health  perspective  to  address  all  aspects  of  gambling,  employing  an  approach 
similar  to  that  used  by  public  health  practitioners  to  identify  and  treat  other  addictive  behaviors  (e.g., 
alcohol,  drugs,  and  tobacco)84.  Shaffer  and  Korn  make  the  following  argument  in  support  of  this 
paradigm: 

A  public  health  viewpoint  can  lead  to  the  design  of  more  comprehensive  and 
effective  strategies  for  preventing,  minimizing,  and  treating  gambling-related 
pathologies  and  encourages  public  policy  makers  to  distinguish  acceptable  from 
unacceptable  risks.  It  promotes  an  epidemiological  examination  of  gambling  and 
gambling-related  disorders  to  better  understand  the  distribution  and  determinants  of 
gambling  as  well  as  the  factors  that  influence  a  transition  to  disordered  states    . 


84  Korn  and  Shaffer.  1999. 

85  Shaffer  and  Korn,  2002,  p.  172. 
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Shaffer  and  Korn  advocate  utilizing  the  traditional  public  health  paradigm  for  communicable  disease 
which  "examines  the  interaction  among  host,  agent,  environment,  and  vector"  as  a  means  of  better 
understanding  gambling,  dynamics  that  contribute  to  gambling  problems,  and  appropriate 
interventions  6. 

For  gambling,  the  host  is  the  individual  who  chooses  to  gamble  and  who  might  be  at 
risk  for  developing  problems,  depending  upon  his  or  her  neurobiology,  psycholog;. . 
and  behavior  patterns.  The  agent  represents  the  specific  gambling  activities  in  which 
players  engage  (e.g.,  lotteries,  slot  machines,  casino  table  games,  bingo,  horse  or  dog 
race  betting).  The  vector  can  be  thought  of  as  money,  credit,  or  something  else  of 
value.  The  environment  is  both  the  microenvironment  of  the  gambling  venue. 
family,  and  local  community  and  the  socioeconomic,  cultural,  social  policy:  and 
political  context  within  which  gambling  occurs  (e.g.,  whether  it  is  legal,  how 
available  it  is,  and  whether  it  is  socially  sanctioned  or  promoted)    . 

The  public  health  model  enables  the  incorporation  of  a  range  of  prevention,  harm  reduction,  and 
treatment  strategies  to  addressing  gambling  disorders.  A  public  health  model  also  enables 
stakeholders  to  differentiate  between  the  potential  costs  and  benefits  of  gambling,  and  their  impact 
on  the  community,  including  health  and  socioeconomic  components.  Shaffer  and  Korn  suggest  "a 
cost-benefit  analysis  that  incorporates  the  distribution  of  costs  and  benefits  among  a  range  of 
subgroups  and  vulnerable  populations  is  essential  to  any  evaluation  of  community  impact.  Only  after 
such  analysis  can  a  public  health  strategy  be  developed  that  resolves  important  apprehensions  and 
supports  worthwhile  initiatives"88. 

A.  Health  Costs  and  Benefits  Related  to  Potential  Expanded  Gambling  in  Massachusetts 

a.  Potential  Public  Health  Benefits 


The  preponderance  of  gambling  research  has  focused  on  the  psychological  consequences  and  the 
negative  social  impact  on  society.  Contrary  to  the  dominant  ideology,  Korn  and  Shaffer  are  credited 
with  promoting  the  idea  of  "healthy  gambling"89 

Gambling  affects  the  emotional,  intellectual,  physical,  and  social  dimensions  of  an 
individual's  health.  The  concept  of  mental  health  promotion  provides  a  promising 
new  frame  of  reference  and  vocabulary  for  examining  the  potential  health  benefits 
involved.  .  .  .  [Gjambling  can  provide  a  sense  of  connectedness  and  socialization 
through  discretionary  leisure  time  entertainment.  Like  going  to  a  movie,  sitting  in 
a  pub,  or  participating  in  physical  activity,  going  to  a  casino  or  horse  race  may 
provide  a  healthy  change  and  respite  from  everyday  demands  or  social  isolation. 
This  may  be  particularly  important  for  older  adults90. 


86 


Ibid.  p.  173. 


87  Ibid. 

88  Ibid.  p.  176-177. 

i9  Korn  and  Shaffer,  1999. 

>0  Shaffer  and  Korn,  2002,  p.  1 79. 
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Physical  activities  such  as  jogging,  walking,  yoga,  etc.  are  credited  with  reducing  symptoms  of  stress, 
anxiety,  and  depression.  Shaffer  and  Korn  surmise  that  similar  benefits  may  be  obtained  from 
certain  types  of  gambling91 .  "Like  exercise,  certain  gambling  activities  might  be  associated  with  the 
ability  to  manage  stress,  which  can  affect  a  person's  vulnerability  to  disease7'  .  Shaffer  and  Korn 
advocate  a  unique  position  regarding  gambling.  They  propose,  "that  by  understanding  gambling  and 
its  potential  effects  on  the  public's  health,  policy  makers  and  practitioners  could  minimize  the 
negative  results  and  appreciate  its  potential  benefits"   . 

b.  Potential  Public  Health  Costs 

On  the  other  end  of  the  spectrum  from  healthy  gambling  is  unhealthy  gambling.  A  range  of  social 
problems  at  the  individual,  familial,  or  community  level  has  been  related  directly  or  indirectly  to 
gambling.  These  may  encompass  gambling  disorder  and  attendant  crime,  family  dysfunction  (e.g., 
domestic  violence  and  child  abuse),  substance  abuse  problems,  financial  difficulties  (e.g.,  bankruptcy 
and  loss  of  employment),  or  co-morbid  psychiatric  disorders. 

Nationally,  it  is  estimated  that  problem  gambling  costs  society  at  least  $5  billion  a 
year  in  health  care  and  social  services,  creditor  losses,  and  decreased  productivity. 
Research  with  Gamblers  Anonymous  members  and  individuals  entering  treatment 
indicates  that  gambling  problems  in  the  work  place  eventually  result  in  lower 
productivity,  absenteeism,  and  theft.  Compulsive  gambling  significantly  impacts  the 
criminal  justice  system.  Many  compulsive  gamblers  have  committed  illegal  acts  to 
either  continue  gambling  or  pay  off  gambling-related  debt.  Crimes  committed  by 
compulsive  gamblers  often  involve  embezzlement,  fraud,  or  writing  checks  on 
accounts  with  insufficient  funds.  Many  gambling-related  crimes  go  unreported  or 
surface  as  a  result  of  another  transgression.  A  survey  of  Gamblers  Anonymous 
members  found  that  47%  had  engaged  in  insurance  fraud  or  thefts. 
The  rate  of  prison  inmates  who  have  a  gambling  disorder  (14  to  32%)  is  much  greater 
than  that  of  the  general  population.  The  cost  of  arrest,  prosecution,  imprisonment  and 
parole  can  also  be  calculated  into  the  total  cost  of  problem  gambling  to  society. 

A  comprehensive  report  by  a  Presidential  panel  (National  Gambling  Impact  Study 
Commission,  1999)  recommended  a  pause  in  gambling  expansion  until  further 
research  could  be  conducted  into  the  many  complex  issues  involving  legalized 
gambling.  Despite  the  call  for  a  temporary  moratorium,  opportunities  to  gamble 
legally  continue  to  increase  in  Massachusetts  as  well  as  in  other  parts  of  the 

94 

country    . 

B.  Disordered  Gambling  Defined 

There  are  characteristic  behavior  patterns  that  are  associated  with  pathological  gambling.   These 
behavior  patterns  "include  a  preoccupation  with  gambling;  the  spending  of  more  time,  money,  or 


91  ibid. 

92  Ib.d. 

93  Ibid.  p.  1.72. 

Massachusetts  Council  on  Compulsive  Gambling,  2000,  Factsheet. 


Pa^ie  60 


emotional  energy  on  gambling  than  reasonably  can  be  afforded;  gambling  to  escape  unpleasant 
feelings  or  to  cope  with  another  problem;  and  continuing  to  gamble  despite  adverse  consequences 
that  affect  family,  relationships,  and  educational  or  vocational  pursuits"  \ 

The  American  Psychiatric  Association's  (APA)  DSM-IV  defines  pathological  gambling,  "persistent 
and  recurrent  maladaptive  gambling  behavior  (Criterion  A)  that  disrupts  personal,  family  or 
vocational  pursuits.  The  diagnosis  is  not  made  if  the  gambling  behavior  is  better  accounted  for  by  a 
Manic  Episode  (Criterion  B)." 

It  further  describes  ten  criteria: 


Table  4-1.  Criterion  of  Pathological  Gambling 

Criterion  Al 

The  individual  may  be  preoccupied  with  gambling  (e.g.,  reliving  past  gambling  experiences, 
planning  the  next  gambling  venture,  or  thinking  of  ways  to  get  mone>  with  which  to  gamble). 

Criterion  A2 

Most  individuals  with  Pathological  Gambling  say  that  they  are  seeking  "action"  (an  aroused, 
euphoric  state)  even  more  than  the  money.  Increasing  larger  bets,  or  greater  risks,  ma\  be  needed 
to  continue  to  produce  the  desired  level  of  excitement. 

Criterion  A3 

Individuals  with  Pathological  Gambling  often  continue  to  gamble  despite  repeated  efforts  to 
control,  cut  back,  or  stop  the  behavior. 

Criterion  A4 

There  mav  be  restlessness  or  irritability  when  attempting  to  cut  down  or  stop  gambling. 

Criterion  A5 

The  individual  may  gamble  as  a  way  of  escaping  from  problems  or  to  relieve  a  d>sphoric  mood 
(e.g.  feelings  of  helplessness,  guilt,  anxiety,  depression). 

Criterion  A6 

A  pattern  of  "chasing"  one's  losses  may  develop,  with  an  urgent  need  to  keep  gambling  (often 
with  larger  bets  or  the  taking  of  greater  risks)  to  undo  a  loss  or  series  of  losses.  The  individual 
may  abandon  his  or  her  gambling  strategy  and  try  to  win  back  losses  all  at  once.  Although  all 
gamblers  may  chase  for  short  periods,  it  is  the  long-term  chase  that  is  more  characteristic  of 
individuals  with  Pathological  Gambling. 

Criterion  A7 

The  individual  may  lie  to  family  members,  therapists,  or  others  to  conceal  the  extent  of 

involvement  with  gambling. 

Criterion  A8 

When  the  individual's  borrowing  resources  are  strained,  the  person  may  resort  to  antisocial 

behavior  (e.g.,  forgery,  fraud,  theft,  or  embezzlement)  to  obtain  mone>. 

Criterion  A9 

The  individual  may  have  jeopardized  or  lost  a  significant  relationship,  job.  or  educational  or 

career  opportunity  because  of  gambling. 

Criterion  A10 

The  individual  may  also  engage  in  "bailout"  behavior,  turning  to  family  or  others  for  help  with  a 
desperate  financial  situation  that  was  caused  by  gambling. 

Diagnostic  and  Statistical  Manual-IV,  1994 

Excessive  gambling  has  a  wide  range  of  effects  not  only  on  problem  or  compulsive  gamblers,  but 
"spouses,  significant  others,  family  members,  relatives,  friends,  coworkers,  and  other  people  in  the 
gambler's  life  can  suffer  financial,  emotional  or  even  physical  harm"  (DSM-IV,  1994). 

Shaffer  and  Korn  submit  that  there  is  a  behavioral  continuum  in  which  gambling  is  located.  "This 
quantitative  continuum  has  been  transformed  into  discrete  categories,  with  labels  such  as  at-risk, 
problem,  subclinical,  pathological,  probable  pathological,  extremely  pathological,  in-transition, 
compulsive.  Recent  evidence  suggests  that  subclinical  or  problem  gambling  is  a  milder  form  of 
pathological  gambling"96. 


95 
96 


Ibid. 

Shaffer  &  Korn  2002,  p.  174. 
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C.  Prevalence  of  Disordered  Gambling 

The  expansion  of  gambling  arenas  and  methods  over  the  past  couple  of  decades  has  contributed  to 
public  perception  that  gambling  problems  have  exponentially  increased.  To  consider  this.  Shaffer 
and  Hall  recommended  a  general  system  for  calculating  the  gambling  prevalence  rates9  .  They  found 
that  "the  inconsistent  quality  of  the  various  studies  that  generate  prevalence  rates  seems  not  to 
influence  the  magnitude  of  these  estimates... [Mjost  notable  about  this  evidence  is  the  relative 
consistency  of  the  prevalence  rates  observed  in  different  venues,  using  different  measures  and 
methods.  This  observation  indicates  that  disordered  gambling  is  a  relatively  stable  phenomenon"   . 

In  particular,  Shaffer  and  Hall  find  in  an  updated  meta-analysis  of  160  studies  that  the  US  and 
Canadian  prevalence  of  pathological  gambling  in  a  given  year  is  1 .46%".  That  is,  across  all  the  1 60 
studies  that  met  their  criteria  for  inclusion  in  the  meta-analysis,  the  average  estimated  prevalence  of 
gambling  pathology  experienced  by  respondents  within  the  prior  twelve  months  was  1.46%. 
According  to  Shaffer  and  Hall100, 2.54%  of  the  US  and  Canada  population  experience  "'sub-clinical" 
levels  of  gambling  problems  in  a  given  year — i.e.,  they  are  "at-risk,"  "in  transition,"1  or  "potentially 
pathological."  They  also  report  lifetime  prevalence  rates  of  1 .92%  for  pathological  and  4.15%  for 
sub-clinical  .  Thus,  by  these  estimates  between  95%  and  97%  of  the  US  and  Canadian  publics 
either  do  not  gamble  or  gamble  responsibly  in  a  given  year.  About  one-third  of  the  US  population 
reports  they  have  not  gambled  in  the  last  year  and  roughly  half  that  many  report  they  have  never 
gambled102. 

D.         Special  Populations 

Information  is  beginning  to  emerge  about  the  gambling  habits  of  adolescents,  although  the  long-term 
consequences  remain  uncertain. 

Teenagers  gamble  pathologically  at  a  rate  of  2.3  to  5.4%,  or  about  214  times  that  of 
the  general  adult  population.  Between  10  and  17%  of  all  Massachusetts  youths  -  or 
57,000  to  97,000  teenagers  -  have  experienced  a  gambling  problem,  most  often 
through  card  playing,  lottery  games,  and  sports  betting.  The  phenomenon  of 
adolescent  problem  gambling  is  not  well  understood  nor  fully  addressed  by  parents, 
teachers  and  administrators.  Most  teens  are  introduced  to  gambling  by  friends, 
parents  or  other  family  members.  This  is  the  first  generation  of  young  people  living  in 
an  environment  where  many  forms  of  gambling  are  socially  acceptable.  At  least  78% 
of  Massachusetts  youths  have  gambled  by  age  1 8.  It  is  unclear  what  effects  -  if  any  - 
this  will  have  on  prevalence  rates  of  disordered  gambling  among  young  people103. 
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Shaffer  &  Hall  1996,  cited  in  Shaffer  and  Korn,  2002. 


98  Ibid.,  p.  184. 
"(2001). 

100  Ibid. 

101  Ibid. 
l0:Gerstein.  et  al.  1999. 

I0:  Shaffer  and  Korn.  2002.  p.  172. 
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E.         Gambling  in  Massachusetts 


•b 


The  Massachusetts  Council  on  Compulsive  Gambling  has  identified  some  of  the  problems  to  emerge 
as  gambling  opportunities  in  Massachusetts  has  increased     . 

[DJuring  the  past  10  years  with  the  introduction  of  more  lotto  and  instant  games 
with  multi-million-dollar  prizes;  land-based  casinos  in  the  border  state  of 
Connecticut  and  floating  casinos  based  in  certain  Massachusetts  coastal 
communities;  an  increase  in  the  number  of  simulcast  races  at  racetracks;  more 
sporting  events  on  cable  TV;  greater  media  attention  to  the  stock  market  due  to 
recent  numerous  and  pronounced  fluctuations;  and  easy  accessibility  to  Internet 
gambling  -  especially  day  trading  -  from  home,  office,  or  school. 

Increased  availability  of  gambling  increases  the  number  of  individual  cases  of 
problem  and  compulsive  gambling.  Current  estimates  show  that  between  205.000 
and  310,000  Massachusetts  residents  have  experienced  gambling  problems. 
Between  66,000  and  90,000  adults  have  gambled  compulsively103. 

In  FY  2002,  $4.2  billion  was  wagered  on  the  Massachusetts  State  Lottery.  Of  the  $4.2  billion  in 
Lottery  sales,  70%  of  this  amount  was  spent  on  the  purchase  of  scratch  tickets  (S2.9  billion). 
Another  16%  of  Lottery  sales  ($640  million)  were  derived  from  Keno.  The  net  revenue  from  total 
Lotterv  sales  resulted  in  the  distribution  of  $900  million  to  cities  and  towns  in  the  form  of  local 
aid106. 

In  1999,  Pari-mutuel  wagering  at  racetracks,  the  other  major  form  of  legalized 
gambling  in  the  Commonwealth,  handled  more  than  $426  million.  Bettors  at 
Massachusetts  racetracks  lost  more  than  $91  million.  Another  $175  million  were 
spent  on  charitable  gambling  activities  such  as  Bingo,  raffles,  and  bazaars.  Those 
bettors  lost  nearly  $50  million.  Law  enforcement  officials  estimate  that  several 
billion  dollars  are  wagered  illegally  each  year  on  sporting  events,  poker  machines  and 
other  electronic  gambling  devices,  card  games,  office  sports  pools,  and  Internet 
gambling  Web  sites.107 

In  the  final  tally,  people  who  gambled  legally  in  Massachusetts  in  1 999  lost  nearly 
$1.2  billion.  However,  only  $1.1  million  -  or  about  23  J4  cents  per  adult  -  were 
allotted  for  compulsive  gambling  services.  This  means  that  total  funding  for 
disordered  gambling  research,  prevention,  intervention,  and  treatment  in 
Massachusetts  is  about  0.09%  of  total  samblins  revenues.  108 


104  Ibid. 

105  Ib.d. 

16  Massachusetts  State  Lottery  Commission,  2002. 
,u7Shaffer  and  Korn.  2002.  p.m. 
,08Ibid. 
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F.  Disordered  Gambling  and  Related  Conditions 

Determining  if  there  exists  a  casual  role  between  gambling  and  adversities,  such  as  psychiatric 
conditions,  is  controversial.  Korn  and  Shaffer  note  it  is  hard  to  delineate  cause  from  effect109.  "Do 
criminals  gamble,  or  do  gamblers  become  criminals?  Do  people  with  psychological  disturbances 
gamble  to  treat  their  emotional  circumstances  or  does  gambling  stimulate  these  emotional 
disturbances?"     .  To  better  answer  these  questions,  additional  empirical  research  is  required. 

The  fourth  edition  of  the  DSM-IV  identifies  pathological  gambling  as  a  "distinct  disorder"  that  may 
coexist  with  other  disorders.  The  DSM-IV  specifically  states  that  pathological  gamblers  "may  be 
prone  to  developing  general  medical  conditions  that  are  associated  with  stress. . . .  Increased  rates  of 
Mood  Disorders,  Attention-Deficit  Hyperactivity  Disorder,  Substance  Abuse  or  Dependence,  and 
Antisocial,  Narcissistic,  and  Borderline  Personality  Disorders  have  been  reported  in  individuals  with 
Pathological  Gambling"111 

Comorbidity  indicates  the  coexistence  of  gambling  with  other  disorders,  such  as  psychiatric 
disorders.  Despite  the  extent  of  psychological  disorders  among  pathological  gamblers,  Shaffer  and 
Korn  note  "empirical  research  about  the  comorbidity  of  gambling  and  other  psychological  disorders 

1  1  ^ 

is  scant"  ".  The  St.  Louis  1981  epidemiological  catchment  area  study  highlights  the  comorbidity  of 
gambling  pathology  and  psychiatric  disorders. 

Recreational  gamblers  and  problem  gamblers  had  higher  rates  of  most  psychiatric 
disorders  than  non-gamblers  after  adjustment  for  race,  sex,  and  age  effects.  The 
association  between  gambling  and  antisocial  personality  disorder  was  strongest  - 
recreational  gamblers  and  problem  gamblers  were  at  increased  odds  of  meeting  the 
diagnostic  criteria  for  the  disorder.  Using  age-of-onset  information. .  .problems  with 
depression  and  phobias  usually  preceded  gambling  among  problem  gamblers  with 
comorbid  depression  and  phobias1 13. 

G.         Maximizing  Health  Benefits  and  Minimizing  Health  Costs  Related  to  Gambling 

The  National  Gambling  Impact  Study  Commission  (NGISC)  and  other  documented  empirical 
research  has  identified  that  there  is  not  a  clear  assessment  of  the  costs  and  benefits  associated  with 
gambling  in  the  United  States114.  Shaffer  and  Korn  suggest  that  "from  a  social  policy  perspective, 
there  is  a  need  for  comprehensive  study  of  [the  social,  economic,  and  health  dimensions]  of 
community  life  to  determine  which  groups  gain  and  which  lose  when  gambling  is  expanded  into  a 
new  jurisdiction"1  L\ 


09Kom  &  Shaffer  1999 
l0Ibid.,p.  177. 


"4th  Ed.  1994,  p.  616. 

12  2002,  p.190. 

l3Cunningham-WiIliams  R,  et  al.  cited  in  Shaffer  and  Korn,  pp.  190-191. 

14  (1999). 

15  2002.  p. 201. 
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The  NGISC"0  recommends  that 

. .  .all  governments  take  every  step  necessary  to  implement  all  relevant  components  of 
the  recommendations  offered  here  before  lotteries  or  any  other  form  of  legalized 
gambling  is  allowed  to  operate  or  to  continue  to  operate.  Such  requirements  should 
be  specifically  itemized  in  a  state  statute  as  applicable  to  a  state-run  lottery. 
Similarly,  such  requirements  should  also  be  specified  and  made  applicable  for 
inclusion  in  tribal  government  law  and  tribal-state  compacts     . 

H.         Public  Health:  Conclusion 

It  can  be  surmised  from  the  above  discussion  that  the  legalization  of  expanded  gambling,  including 
the  institution  of  casino  gambling  establishments  may  serve  as  a  detriment  to  the  existing  population 
of  compulsive  gamblers  or  may  contribute  to  an  increase  in  the  current  number  of  compulsive 
gamblers.  While  some  may  argue  this  impact  is  lessened  due  to  the  existence  of  commercial 
gambling  establishments  in  Connecticut  and  New  York,  which  are  readily  accessible  and  heavily 
frequented  by  Commonwealth  residents"8,  the  fact  that  expanded  gambling  in  Massachusetts  will 
impact  citizens  who  are  struggling  with  a  gambling  addiction,  is  undeniable. 


IV.      Crime,  Bankruptcy,  and  Other  Social  Harms 

A.         Crime 

The  increased  popularity  of  casino  gambling  over  the  past  few  decades  has  prompted  much  debate 
over  the  relationship  between  casinos  and  crime,  particularly  the  concern  that  casinos  cause  crime 
and  attract  criminals.  Historically,  gambling  legalization  and  the  institution  of  casino  gambling 
establishments  have  been  associated  with  steep  rises  in  crime  and  an  overall  threat  to  safety,  morality 
and  society  in  general.  Opponents  of  legalized  gambling  purport  that  casinos  pose  a  threat  to  public 
safety  due  to  an  inclination  to  attract  street  and  white-collar  criminals,  the  past  connections  to 
organized  crime  and  political  corruption,  and  a  causal  factor  with  gambling  addictions  and  many 
other  negative  social  consequences. 

Certainly,  the  installation  of  any  business  or  entertainment  venue  that  attracts  a  large  number  of 
patrons  will  undoubtedly  generate  an  associated  increase  in  the  crime  volume.  Yet.  a  review  of  the 
empirical  research  regarding  the  causal  relationship  between  legalized  gambling  and  crime  are 
inconclusive.  As  one  study  concludes, 

The  impact  of  casinos  on  crime  is  impossible  to  disentangle  from  other  factors  which 
may  have  affected  changes  in  local  criminal  patterns  (e.g.,  changing  economic 
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Specific  recommendations  are  attached  in  Appendix  C  (NGISC,  pp.  4-19  -4-20). 
"NGISC,  p.  4-19. 

A  University  of  Connecticut  study  (2000)  which  examined  the  daily  populations  at  the  Foxwoods  Resort  Casino  in 
Connecticut  found  that  33%  of  the  daily  population,  or  approximately  13,666  people,  were  residents  of 
Massachusetts. 
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conditions,  social  attitudes,  policing  and  judicial  practices,  unemployment,  cut-backs 
in  social  services)119 

The  legalization  of  gambling  in  Atlantic  City  in  the  1970*s  was  the  basis  for  much  of  the  early 
research  that  examined  casino  impacts  on  local  crime  rates.  Many  initial  studies  highlighted 
dramatic  crime  rate  increases  of  almost  300%  within  the  Atlantic  City  casino  jurisdiction  after 
legalization  of  gambling120.  A  1996  report  on  crime  and  casinos  in  Wisconsin  provided  similar 
results;  finding  a  9%  increase  in  serious  crime  and  a  6%  increase  in  property  crime  associated  with 
casinos  openings121. 

However,  the  validity  of  these  results  has  been  challenged  due  to  methodology  used  that  did  not 
consider  increased  tourist  populations  attributed  to  the  new  casinos  when  computing  crime  rate 
fluctuations.  According  to  Albanese,  studies  that  do  not  account  for  an  increased  population  do  not 
present  an  accurate  picture  of  the  risk  of  crime  victimization     .  Specifically, 

. .  .crime  statistics  can  be  extremely  misleading  when  they  fail  to  account  for:  (1)  changes 
in  population  at  risk,  (2)  changes  in  criminal  opportunities.  (3)  changes  in  law 
enforcement  resources  and  priorities,  and  (4)  changes  in  crime  elsewhere  in  the  State  "  . 

Routine  activity  theory  posits  that  predator}'  criminal  acts  require  "(1)  motivated  offenders.  (2) 
suitable  targets,  and  (3)  absence  of  capable  guardians  against  a  violation"124.  The  culmination  of 
these  factors  allow  for  increased  opportunity  for  criminal  activity,  explaining  why,  for  example,  there 
is  a  greater  incidence  of  crime  in  cities  than  in  rural  areas:  there  are  simply  more  people  and  more 
opportunities. 

It  therefore  follows  that  whenever  large  numbers  of  people  are  drawn  to  an  area  for  any  reason,  the 
likelihood  of  criminal  activity  and/or  victimization  increases.  Indeed,  studies  have  often  found  that 
the  proportion  of  visitors  or  tourists  in  an  area  affects  crime  rates  *  ,  and  particularly  that  increases  in 
tourism  are  related  to  increases  in  crime126. 

The  relationship  between  tourism  and  crime  is  found  in  various  tourist  destinations,  and  is  not 
limited  to  jurisdictions  with  casinos.  "Since  the  opening  of  casinos  in  Atlantic  City  and  the  opening 
of  Disney  World  in  Florida,  the  growth  of  crime  in  Orlando  far  surpasses  the  growth  of  crimes  in 
Atlantic  City''     .  Chesney-Lind  and  Lind  found  in  their  study  of  tourism  in  Hawaii  that  tourists  are 

no 

more  likely  to  be  victimized  than  local  residents  ~  .  Specifically,  they  found  that  tourists  had  higher 


"9McMillen  1991,  cited  in  National  Research  Council  1999. 
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Edelman  1982;  Sternlieb  and  Hughes  1983;  Walchak  1996;  Lehto  1996,  cited  in  Miller  and  Schwartz  1998. 
Thompson,  Gazel,  and  Rickman,  1996. 
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violent  and  property  crime  victimization  rates  as  compared  to  residents129.  Albuqerque  and  McElroy 
concluded  in  their  study  on  crime  against  tourists  and  residents  in  the  Caribbean  that  tourists  are  at  a 
higher  risk  for  robbery  and  property  crimes,  while  residents  were  at  a  higher  risk  for  violent 

130 

crimes 


For  these  reasons,  researchers  contend  that  a  simple  numbers  comparison  of  crime  statistics  before 
and  after  the  opening  of  a  casino,  without  controlling  for  the  effects  of  variables  such  as  increased 
daily  population,  can  be  misleading131  Therefore,  when  compared  to  previous  estimates  citing  crime 
inflation  in  Atlantic  City,  when  increases  in  population  due  to  the  influx  of  non-resident  gamblers  are 

accounted  for.  Albanese  found 


Figure  4-2.  Atlantic  City  Crime  Rates 
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that  there  is  a  negative 
correlation  between  number  of 
crimes  and  casinos.  In  other 
words,  "the  increase  in  serious 
crime  in  Atlantic  City  has  been 
more  than  offset  b>  an 
increasing  population  there. 
The  result  has  been  a  slight 
reduction  in  the  likelihood  of 
being  victimized  there"'"'".  The 
differences  in  these  two 
methods  are  graphically 
displayed  here,  in  Chart  4-2 
produced  by  the  New  Jersey 
Casino  Crime  Commission. 

Research  has  also  examined  the 
impact  of  riverboat  gambling  on 
crime  rates .  These  studies 
found  that  the  introduction  of 
riverboat  gambling  did  not 
significantly  increase  the  crime 

rates  in  their  communities.  They  further  found  that  the  modest  increases  that  were  noted  disappeared 

when  increased  population  was  controlled  for. 

Moreover,  Stitt,  Giacopassi  and  Nicols  examined  crime  rates  in  7  jurisdictions  with  new  casinos'" 
The  average  population  at  risk,  which  includes  tourists  and  residents,  was  estimated  using  multiple 
sources  such  as  travel  and  tourism  data  and  national  population  figures.  Results  were  quite  varied. 
Each  jurisdiction  had  significant  increases  and  significant  decreases  in  different  crimes  as  well  as  no 
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Source:  New  Jersey  Casino  Crime  Commission,  1998 
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change  in  other  crimes,  with  little  consistency  in  any  area.  Researchers  concluded  that  these  simple 
analyses  may  not  capture  the  true  effects  of  casinos  on  crime,  or  that  the  effects  of  a  casino  on  a 
community  vary  widely  from  one  community  to  the  next,  based  on  different  variables,  making 
comparison  and  predictions  difficult.  This  research  highlights  the  difficulty  of  examining  whether 
the  introduction  of  casino  gambling  causes  crime,  and  impresses  the  need  for  caution  when  limiting 
analyses  to  crime  data  without  controlling  for  other  factors. 

A  breakdown  of  crime  types  allows  us  to  analyze  the  activity  occurring  within  casinos  and  in 
surrounding  areas.  Table  4-2  below  demonstrates  that  for  both  the  Mohegan  Sun  and  Foxwoods 
Casinos  in  Connecticut,  the  majority  of  their  index  crimes  were  larcenies  (88%  and  94%  of  their  total 
index  crimes,  respectively).  The  same  can  be  found  in  the  towns  that  host  the  casinos. 
Approximately  37%  of  the  index  crimes  in  Montville  and  52%  of  the  index  crimes  in  Ledyard  are 
larcenies. 


Table  4-2.  Crime  in  Connecticut  Casinos  and  Neighboring  Jurisdictions 


Number  of  Offenses  in  2001 

Mohegan 
Sun  Casino 

Foxwoods 
Casino 

Ledyard 

Montville 

Index  Offense 

Murder 

0 

0 

0 

0 

Rape 

0 

0 

0 

0 

Robbery 

2 

5 

*> 

j 

2 

A°2ravated  Assault 

6 

13 

28 

63 

Burglary 

0 

15 

35 

107 

Larcenv 

81 

567 

82 

110 

MV  Theft 

3 

2 

7 

14 

Arson 

0 

0 

1 

1 

Crime  Index  Total 

92 

600 

155 

296 

A  closer  look  at  the  more  violent  types  of  crimes  shows  that  for  the  five  robberies  and  1 9  aggravated 
assaults  that  occurred  within  the  casinos,  each  of  the  robberies  occurred  by  strongarm  (hands,  feet, 
etc.).  and  17  of  the  aggravated  assaults  were  strongarm.  Within  Ledyard,  the  three  robberies  were 
committed  using  either  a  firearm,  a  knife  or  by  strongarm;  firearms  were  used  in  both  of  the 
robberies  in  Montville.  Further,  of  the  91  aggravated  assaults  in  Ledyard  and  Montville,  four  were 
committed  using  firearms,  three  using  knives,  nine  using  another  dangerous  weapon,  and  75  were 


strongarm. 


B. 


Proximity  to  Casinos 


There  has  also  been  a  concern  that  jurisdictions  situated  near  casinos  would  be  negatively  affected  by 
the  associated  crime  increases.  The  National  Opinion  Research  Center  at  the  University  of  Chicago 
examined  100  communities  that  either  were  or  were  not  within  a  50-mile  radius  of  a  casino,  from 
1 980-1 997133.  They  sought  to  determine  whether  proximity  to  a  casino  had  an  impact  on  crime 
(among  other  factors).  Based  on  the  FBI's  Uniform  Crime  Report  data  from  those  years,  the  results 
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showed  that  proximity  to  a  casino  had  no  effect  on  Part  1  crimes  in  those  areas'"  However,  the 
researchers  noted  that  it  would  be  difficult  to  draw  conclusions  from  these  results  because  certain 
correlational  effects  may  exist  that  were  not  captured  by  these  analyses. 

In  Connecticut,  the  Casino  Licensing  and  Operations  Unit  provides  law  enforcement  and  background 
investigations  for  the  Foxwoods  Resort  and  Mohegan  Sun  Casinos.  According  to  the  Operational 
Overview  provided  by  the  Casino  Licensing  and  Operations  Unit,  the  number  of  criminal 
investigations  initiated  within  the  towns  surrounding  both  Foxwoods  and  Mohegan  Sun  Casinos 
increased  by  approximately  1 2%  from  1991  to  2000.  In  the  same  time  period,  miscellaneous  service 
responses  in  those  areas  increased  by  57%.  See  Table  4-3. 

Table  4-3.  Connecticut  State  Police  Casino  Licensing  and  Operations  Unit  Statistics 


Connecticut  State  Police  Statistics 


1991  (pre-casino) 


1996 


2000 


Criminal  Investigations 


4,119 


4,298 


Miscellaneous  Service  Responses 


8.620 


">")  70^ 


4.622 


29,194 


Several  reports  have  been  produced  that  examine  the  impact  of  Connecticut's  casinos  on  local  crime. 
According  to  data  reported  in  The  Connecticut  Economy  in  1999,  a  comparison  of  the  Ledyard 
crime  rate  from  1990  to  1998  revealed  a  300%  increase  compared  to  a  30%  decrease  in  the  state's 
crime  rate  during  the  same  time  period.  See  Table  4-4. 


Table  4-4. 

Crime  in  Foxwoods  and  Ledyard,  1990  -  2001 

Year 

In  Casino  Crime 
(Foxwoods) 

Out  of  Casino            Total  Crime 
Crime 
(Ledyard) 

1990 

- 

214* 

1991 

- 

214* 

1992 

- 

283* 

1993 

496 

535                           1031 

1994 

1212 

573                            1785 

1995 

1231 

542                           1773 

1996 

828 

523                            1351 

1997 

757 

541                            1298 

1998 

989 

364                           1353 

1999 

760 

158*                          918* 

2000 

872 

175*                          104"* 

2001 

810 

155*                          965  * 

Source:  Connecticut  State  Police,  Crime  and  Analysis  Unit.  Uniform  Crime  Reports 
*Beginning  in  1999,  the  State  Police  began  publishing  Index  crimes  separately  for  Ledyard 
(homicide,  rape,  robbery,  aggravated  assault,  burglary,  larceny,  motor  vehicle  theft).    Out  of 
Casino  (Ledyard)  and  Total  Crime  listed  above  should  not  be  compared  with  data  prior  to  1999. 

Since  only  the  Index  crime  statistics  have  been  recorded,  there  was  a  10  percent  increase  from 
1999  to  2000,  and  a  subsequent  13  percent  decrease  from  2000  to  2001 .  Again.  howe\  er.  it  is 
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difficult  to  draw  any  conclusion  from  this  data  without  controlling  for  population  and  other 
significant  factors. 

C.         Organized  Crime  and  White-Collar  Crime 

The  threat  of  organized  crime  involvement  is  a  concern  to  new  casino  development  proposals  due  to 
past  infiltration  in  these  businesses.  The  New  York  State  Task  Force  on  Casino  Gambling  concluded 
that  casinos  will  always  be  vulnerable  to  organized  crime  and  corruption,  although  its  impact  has 
been,  and  will  be.  hard  to  measurelj7.  The  lure  of  significant  quantities  of  money  handled  by  the 
casino  industry,  especially  cash,  is  very  attractive  to  organized  crime  syndicates.  According  to  the 
National  Gambling  Impact  Study  Commission  (NGISC)  Final  Report,  "[bjecause  of  the  volume  of 
cash  transactions  involved  in  casino  gambling,  and  in  order  to  minimize  any  resulting  potential  for 
money  laundering,  casinos  must  comply  with  requirements  requiring  the  reporting  of  these 
transactions"138. 

However,  many  researchers  suggest  that  apprehension  over  the  connection  between  organized  crime 
and  casinos  is  premature,  as  long  as  appropriate  preventative  actions  are  taken.  Just  as  Cohen  and 
Felson  have  maintained,  when  the  percentage  of  suitable  targets  and  motivated  offenders  increases, 
control  is  critical13  .  Margolis  asserts,  "today's  casino-entertainment  industry  is  protected  by  multi- 
layered  defense  (unparalleled  by  any  other  industry)  against  any  attempt  by  organized  criminal 
elements  to  gain  a  foothold  in  the  industry'"140.  Further,  in  his  report  for  the  California  Research 
Bureau.  Dunstan  reports  that  modern  casinos  cite  safeguards  such  as  licensing  and  regulation  by  state 
governments,  accountability  to  the  Securities  Exchange  Commission,  stockholders,  investors, 
accountants,  auditors,  etc.,  ensuring  that  any  influence  by  organized  crime  would  be  discovered141. 
Further,  the  NGISC  concludes: 

All  of  the  evidence  presented  to  the  Commission  indicates  that  effective  state 
regulation  coupled  with  the  takeover'of  much  of  the  industry  by  public  corporations, 
has  eliminated  organized  crime  from  the  direct  ownership  and  operation  of 

142 

casinos     . 

The  white-collar  crimes  of  embezzlement,  fraud  and  forgery  can  also  be  associated  with  organized 
criminal  activities  and  have  prompted  another  concern  that  has  plagued  the  casino  industry.  Casinos 
can  be  vulnerable  to  white  collar  crimes  perpetrated  by  customers,  employees,  and  executives,  and 
can  also  be  affected  by  political  corruption.  To  address  these  concerns,  Albanese  investigated  the 
trends  in  embezzlement,  forgery  and  fraud  arrests  in  nine  cities  before  and  after  the  operation  of 
casinos 14j.  Again,  results  varied  widely.  Arrest  trends  increased  in  some  areas,  and  decreased  in 
others;  Albanese  reports  that  overall,  there  were  more  decreases  than  increases  in  arrest  rates  in  these 


137  Report  to  the  Governor,  1996. 

138  NGISC  1999. 


139  (1979). 

140  1997,  p.43. 

141  Dunstan.  1997. 

142  NGISC  p.3-1. 

143  (1999). 
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cities.  However,  these  results  could  be  attributed  to  many  variables,  such  as  jurisdictional 
differences  and  local  overall  crime  and  enforcement  trends.  Regardless  of  this  possibility,  when 
compared  to  the  national  crime  trends  for  fraud  and  forgery  during  the  same  time  period,  the  rates  of 
arrest  in  the  nine  casino  jurisdictions  decreased  12%  and  27%,  respectively,  while  the  national  arrest 
rates  increased  25%  and  2 1  %,  respectively,  for  fraud  and  forgery144.  Overall,  this  study  suggests  that 
the  existence  of  casinos  in  a  jurisdiction  does  not  necessarily  cause  an  increase  in  types  of  white 
collar  crimes. 

E.  Crime:  Conclusion 

While  there  has  been  much  debate  over  the  pros  and  cons  of  legalized  gambling,  overall,  empirical 
research  has  revealed  very  different  findings  regarding  a  causal  link  between  casinos  and  crime 
across  the  multiple  jurisdictions  examined.  As  is  examined  with  other  crime  characteristics  and 
trends,  it  is  critical  to  consider  the  social,  demographic,  and  economic  attributes  of  the  community  to 
be  impacted  by  a  gambling  establishment,  as  well  as  the  law  enforcement  strategies  in  place.  That 
said,  the  introduction  of  a  casino  venue  into  a  community  will  certainly  increase  the  population  of 
the  visiting  public,  resulting  in  an  associated  crime  influx.  The  outstanding  issue  is  the  social  costs 
posed  by  the  number  and  nature  of  crimes,  in  proportion  to  the  overall  increased  population. 

F.  Other  Social  Consequences 

a.         Gambling,  Suicide  and  Mortality 

Mental  health  practitioners  have  linked  suicidal  ideation  and  attempts  with  gambling  disorders.  Yet. 
a  review  of  death  certificates  in  the  United  States  between  1 980  and  1 997.  reveals  gambling  has  not 
been  listed  as  an  underlying  cause  of  death143.  Shaffer  and  Korn  note  "'the  absence  of  pathological 
gambling  as  the  underlying  cause  of  death  on  the  death  certificate  does  not  mean  that  no  one  has  died 
of  factors  associated  with  pathological  gambling.  Medical  examiners,  who  must  identify  the 
immediate  cause  and  contributing  causes  of  death  on  the  death  certificate,  for  any  number  of  reasons, 
might  be  unaware  of  pathological  gambling  or  unwilling  to  list  it  as  a  cause  of  death''1  *  . 

The  premise  that  gambling  is  a  cause  of  suicide  has  been  cited  in  the  academic  literature  and  popular 
culture  (media).  The  basis  for  this  belief  is  primarily  derived  from  "(a)  anecdotes  about  successful 
suicides  that  are  preceded  by  episodes  of  losing  at  gambling,  (b)  higher  rates  of  reported  depression 
among  disordered  gamblers,  and  (c)  case  studies"  .  Shaffer  and  Korn  argue  that  a  comprehensive 
epidemiological  study  is  required  to  determine  if  a  casual  relationship  exists  between  gambling  and 

1  aq 

suicide  .  It  is  accepted  that  psychiatric  comorbidity  is  manifested  among  pathological  gamblers, 
but  causality  is  difficult  to  determine  since  in  many  cases  psychological  disorders  may  precede 
disordered  gambling.  Currently,  no  relationship  has  been  established  that  frequent  gambling  or 
higher  stakes  gambling  cause  an  increase  frequency  of  deaths149. 


144  Ib.d. 

l45Centers  for  Disease  Control,  2001  cited  in  Shaffer  and  Korn.  2002 

l462002,  p.  192. 

l47Lakshmanan  1996;  Blaszczynski  and  Steel  1998;  Jason,  Taff  and  Boglioli  1990.  cited  in  Shaffer  and  Korn  2002. 

l48Shaffer  and  Korn  2002. 
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b.  Anxiety'  Disorders 

Anxiety  disorders  encompass  "specific  mental  disorders  ranging  from  general  anxiety  disorder,  panic 
attacks,  and  obsessive-compulsive  disorder  to  posttraumatic  stress  disorder" 1M).  Research  conducted 
by  the  National  Research  Council  indicates,  "little  is  known  about  the  association  of  anxiety 
disorders  and  problem  gambling"'151 .  Although  the  prevalence  of  anxiety  disorders  were  described  in 
three  studies,  empirical  research  fails  to  support  the  premise  that  anxiety  disorders  are  comorbid  with 
pathological  gambling152. 

c.  Personality  Disorders 

Similar  to  anxiety  disorders,  there  is  little  empirical  data  to  support  the  comorbidity  of  personality 
disorders  and  pathological  gambling.  Yet  it  is  not  uncommon  for  mental  health  clinicians  to  identify 
"narcissistic  personality  disorder  among  pathological  gamblers"153.  However,  research  conducted  in 
the  general  population  indicates,  "that  problem  gambling  was  associated  with  antisocial  personality 
disorder  and  that  pathological  gambling  always  was  secondary  to  this  disorder"1"4.  Blaszczynski  and 
Steel  note  ". . .  [M]ultiple  overlapping  personality  disorders  per  subject  [were]  more  the  rule  than  the 
exception.  .  .  pathological  gamblers  as  a  group  exhibit  rates  of  personality  disorders  that  are 
comparable  to  those  found  in  general  psychiatric  patient  populations" 
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d.  Impulse  and  Other  Disorders 

The  DSM-IV  (TR)  classifies  gambling  as  an  impulse  disorder,  which  also  includes  kleptomania, 
pyromania,  and  trichotillomania.  Despite  this  categorization,  there  has  not  been  a  comparative 
analysis  with  other  disorders  identified  in  the  DSM-IV  impulse  disorders  category,  and  "instead, 
gambling  has  been  compared  and  contrasted  with  substance  abuse  disorders"13  .  As  a  result,  there  is 
a  scarcity  of  empirical  evidence  to  indicate  the  comorbidity  of  pathological  gambling  and  the  other 
impulse  disorders. 

e.  Relationship  between  Gambling  and  Bankruptcy 

The  potential  negative  financial  impact  that  gambling  may  have  on  individuals  and  states  is  of 
increasing  concern  due  to  the  expansion  of  casino  gambling,  and  the  increasing  rate  of  bankruptcy 
claims.  The  rates  of  bankruptcy  in  the  United  States  have  grown  substantially  from  1980  to  1998 
(approximately  240,000  filings  to  1 .4  million). 157  There  are  many  factors  that  can  be  attributed  to  the 
rise  in  bankruptcy  rates,  such  as  increased  availability  of  credit  leading  to  debt,  as  well  as 
employment  and  economic  trends;  however  there  is  concern  that  the  increase  in  legalized  gambling 
has  been  and  is  continuing  to  impact  bankruptcy. 


I50lbid.  p. 193. 

mNRC  1999,  cited  in  Shaffer  and  Korn  2002,  p.  193. 
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To  address  these  issues,  an  empirical  study  of  gambling  and  bankruptcy  in  New  Jersey,  Mississippi, 
and  Nevada,  was  conducted  by  the  Department  of  Treasury158.  In  this  report,  bankruptcy  rates  and 
gambling  indicators  were  used  to  test  the  hypotheses  that  the  introduction  of  gambling,  and/or  the 
growth  of  a  gambling  industry  increases  the  growth  of  bankruptcies  within  states.  They  determined 
that  in  the  aggregate,  gambling  has  no  causal  impact  on  state  bankruptcy  rates.  However,  it  was 
suggested  that  the  bankruptcy  of  "a  fraction  of  individuals''  could  be  related  to  gambling,  although 
this  could  not  be  measured  with  aggregate  state  level  data. 

A  second  portion  of  this  study  used  secondary'  data  collected  by  the  National  Opinion  Research 
Center1"9.  A  telephone  interview  was  conducted  of  2.41 7  randomly  sampled  adults;  information  was 
collected  on  gambling  behaviors  and  issues,  as  well  as  other  factors.  This  data  was  utilized  in  the 
Treasury  analysis  to  collect  further  useful  information  on  gambling's  impact  on  bankruptcy.  They 
found  that  frequent  high  risk  gamblers  (determined  by  frequency  of  gambling  and  amount  of  mone> 
wagered)  had  a  higher  rate  of  bankruptcy  compared  to  the  remainder  of  the  sample.  However,  this 
portion  of  the  study  was  limited  by  a  small  sample  size  and  a  possible  reluctance  on  the  part  of 
respondents  to  disclose  financial  information  in  a  telephone  survey. 


V.       Social  Impact  of  Gambling  on  the  Workforce 

The  legalization  of  gambling,  and  specifically  the  influx  of  casinos  as  large  employer,  has  certain 
positive  social  effects  on  the  quality  of  life  of  both  workers  and  their  families.  In  addition  to  offering 
employment  opportunities  for  local  area  citizens,  there  is  evidence  that  suggests  that  casino  workers 
often  have  improved  access  to  family  health  care  coverage,  retirement  benefits,  and  opportunity  for 
job  advancement.  If  the  casino  workers  are  union  members,  there  is  a  significantly  higher  likelihood 
that  the  workers  are  paid  at  a  higher  rate  and  have  greater  access  to  benefits.  In  general,  workers  are 
less  likely  to  rely  on  government  assistance  while  employed  and  casinos  offer  the  opportunity  for  this 
alternative.  It  can  be  argued  that  the  associated  social  benefit  of  these  new  employment 
opportunities  is  increased  job  satisfaction,  education  levels,  homeownership.  workforce 
diversification,  and  overall  improved  quality  of  life. 

A.         Atlantic  City,  New  Jersey 

As  detailed  in  the  testimony  of  Matthew  Walker,  Director  of  Research  and  Education  for  the  Hotel 
Employees  and  Restaurant  Employees  International  Union  (HERE  IU)  given  to  the  Sdtional 
Gambling  Impact  Study  Commission  (January  22,  1998),  a  poll  of  their  Atlantic  City  casino 
members  concerning  job  satisfaction,  standard  of  living  and  general  observations  was  conducted  in 
December  J 997. 

It  was  found  that: 

•         Nearly  30%  of  the  polled  members  lived  in  the  Atlantic  City  area  prior  to  the  legalization 
of  gambling; 


158  Ibid. 
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•  49%  of  the  polled  members  stated  the  availability  of  jobs  in  the  casino  industry  was  a 
major  factor  in  their  decision  to  move  to  the  area;  and 

•  Diversity  was  found  among  those  polled  (46%  female;  26%  Hispanic  and  24%  Black); 

Workers  shared  the  following  impressions  of  the  effect  of  gambling  on  their  standard  of  living: 

•  64%  reported  improvement  in  their  wages  since  they  began  working  in  the  industry; 

•  61%  reported  improvement  in  their  medical  benefits;  and 

•  36%>  reported  improvement  in  their  job  security. 

a.  Income 

Utilizing  data  from  the  HERE  IU  collective  bargaining  agreements  and  from  trust  funds  that 
administer  medical  and  pension  benefits,  and  adjusting  for  inflation,  income  for  union  cooks  working 
at  the  casinos  increased  115%  and  housekeepers  increased  100%  from  1977-1996.  This  compares  to 
a  1 0%  increase  in  real  income  for  private,  non-supervisory  service  sector  workers  nationally  during 
the  same  time  period. 

Results  of  the  members  polled  found160: 

•  20%o  of  the  members  reported  their  jobs  helped  them  buy  their  first  homes; 

•  1 8%>  reported  their  jobs  assisted  them  in  moving  to  a  better  home;  and 

•  8%  reported  their  jobs  contributed  to  paying  for  their  own  education. 

b.  Health  Insurance 

In  1996,  approximately  83%  of  union  members  working  in  Atlantic  City  casinos  were  covered  by 
health  insurance.  This  family  coverage  is  entirely  paid  for  by  the  casino  employer.  In  contrast,  12% 
of  U.S.  service  workers  were  covered  by  health  insurance  for  which  their  employer  paid  the  entire 
program.  In  the  year  2000,  the  blue  collar  and  service  sector  workers  paid  an  average  of  over  $  1 7 1  a 
month  to  maintain  family  health  benefits.  (US  Department  of  Labor  Bureau  of  Labor  Statistics 
Employee  Benefit  Survey) 

When  surveyed,  it  was  found: 

•  50%)  of  those  polled  thought  their  benefits  were  better  than  average;  and 

•  48%)  stated  they  would  be  unable  to  pay  for  any  medical  insurance  if  it  were  not  provided 
by  the  casino. 

c.  Job  Security 

Over  half  of  those  polled  felt  their  job  security  was  better  than  average.  Over  60%  polled  noted  they 
had  worked  with  their  current  employer  for  four  years  or  more  with  an  average  tenure  of  over  6.5 
years.  Forty-six  percent  of  those  surveyed  noted  if  they  did  not  have  their  current  job  they  would 
move  elsewhere  to  find  work. 


160  The  poll  that  elicited  these  responses  did  not  provide  an  opportunity  for  people  to  name  more  than  one  way  in 
which  working  in  the  Atlantic  City  Casino  industry  improved  their  standard  of  living. 
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B.         Las  Vegas,  Nevada 

The  following  information  was  presented  in  the  testimony  of  Courtney  Alexander,  Research  Director 
of  the  Culinary  Worker  Union,  Local  226  of  the  Hotel  Employees  and  Restaurant  Employees 
International  Union  (HEREIU),  to  the  National  Gambling  Impact  Study  Commission  on  November 
10,  1998. 

Generally,  Nevada's  employment  has  been  positively  affected  by  the  operation  of  casinos.  In  July 
1998,  the  Hotel,  Gambling  and  Recreation  sector  represented  the  largest  employment  sector  in 
Nevada  (25%),  representing  222,500  jobs.  Using  data  from  the  Economic  Policy  Institute,  it  was 
found  that: 

•  The  average  hourly  wage  for  non-supervisory  hotel  and  restaurant  workers  in  Nevada  was 
41.7%  higher  than  the  national  average  ($9. 14/hr  Nevada  vs.  $6.45/hr  United  States). 

•  64%  of  non-supervisory  hotel  and  restaurant  workers  in  Nevada  had  health  insurance, 
compared  with  24%  of  those  same  workers  nationally. 

•  37%  of  non-supervisory  hotel  and  restaurant  workers  in  Nevada  had  a  pension,  compared 
with  1 1%  of  the  nation. 

Data  is  also  available  that  demonstrates  the  percentage  of  union  representation  of  Las  Vegas  area 
hotel  and  gambling  workers  was  over  250%)  greater  than  the  national  rate.  At  unionized  casinos  in 
Las  Vegas,  91%  of  all  workers  receive  fully-funded  employer  family  health  benefits,  including  dental 
and  vision  coverage  (part  time  employees  represent  only  7%  of  the  total  workforce).  100%  of 
unionized  workers  accrue  pension  benefits.  In  comparison,  for  service  sector  workers  nationally. 
27%  receive  dental  benefits,  17%  receive  vision  benefits  and  18%  receive  a  defined  benefit 
pension161.  Similar  to  the  Atlantic  City  HERE  IU  survey,  there  is  diversity  among  the  workers  of  the 
Local  226  (56%  women;  35%  Hispanic  and  16%  Black). 

As  presented  in  the  testimonies  provided  by  researchers  within  the  Hotel  Employees  and  Restaurant 
Employees  International  Union  (HERE  IU),  casinos  have  a  positive  impact  on  the  employment  of  the 
area  and  in  turn,  the  workers  they  employ.  Job  satisfaction  and  security  of  casino  workers  are  very 
strong.  As  noted,  workers  employed  by  the  Nevada  casinos  often  earn  more  hourly  than  their 
counterparts  nationally  and  are  satisfied  with  their  employee  benefits.  Atlantic  City  casino  workers 
noted  the  casino  jobs  provided  them  with  the  opportunities  for  education,  homeownership  and  health 
care  benefits  that  may  otherwise  not  have  been  available. 

NGISC  received  a  significant  amount  of  testimony  from  union  casino  workers,  particularly  at  the 
public  hearings  in  Las  Vegas  and  Atlantic  City.  These  workers  described  their  ability  to  support 
themselves  and  their  family,  to  provide  for  their  children's  education  and  to  retire  in  dignity  without 
fear  of  poverty.  While  this  evidence  is  of  anecdotal  nature,  it  demonstrates  a  positive  social  impact 
that  casinos  can  have  on  the  workforce. 

However,  these  positive  social  impacts  are  not  an  absolute  certainty.  The  National  Opinion  Research 
Center  surveyed  leaders  often  casino  communities  and  determined  that  substantial  economic  revival 
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in  terms  of  employment  opportunities  was  reported  m  5  communities,  while  "Respondents  in  . . . 
four  communities  indicated  that  unemployment  remained  a  problem,  despite  former  hopes  to  the 
contrary"  .  The  NGISC  goes  on  to  note  that  a  "'number  of  formerly  struggling  communities  across 
the  nation  have  undergone  an  economic  renaissance  in  recent  years  without  turning  to  gambling"     . 

C.         Workforce:  Conclusion 

The  available  data  demonstrates  there  can  be  clear  social  benefits  for  employees  of  gambling 
establishments  (e.g.,  improved  wages,  benefits,  job  security)-  However,  the  NGISC  report  also 
acknowledges  that  along  with  some  potential  positive  impacts,  comes  the  opportunity  for  significant 
social  cost.  While  some  families  may  benefit  from  increased  economic  stability,  others  may  be 
devastated  by  the  psychological  impacts  and  the  resulting  social  costs  of  problem  gambling. 


VI.      Cultural,  Ethical  and  Religious  Considerations 

Clearly  gambling  poses  a  moral  dilemma,  as  well  as  a  problem  of  the  public  interest, 
especially  when  we  consider  the  disproportionate  effects  of  this  regressive  form  of 
taxation  upon  the  less  fortunate  members  of  society.  It  is  the  responsibility  of  public 
administration  to  ask  at  some  point  whether  the  ends  justify  the  means  and  whether 
the  state  is  ever  justified  in  consciously  passing  laws,  creating  or  providing  incentives 
to  the  people  that  result  in  unequal  opportunity,  hardship  or  disadvantage  of  any  of  its 
citizens164. 

Opponents  of  legalized  gambling  question  the  ethics  of  promoting  such  an  industry,  with  the  promise 
of  returning  tax  revenue  to  the  public  in  the  form  of  educational  or  other  socially  positive  initiatives. 
The  possibility  of  one  evil  (gambling  and  its  possible  negative  side  effects)  replacing  another  (for 
example,  unemployment,  family  instability  or  lack  of  educational  funding)  is  argued  as  unacceptable, 
with  the  costs  to  society  in  the  form  of  psychological  illness,  family  distress,  bankruptcy,  etc.  as  not 
worth  the  also  argued  positive  effects. 

Richard  McGowan  discusses  the  Ethics  of  Sacrifice  versus  the  Ethics  of  Tolerance165.  The  Ethics  of 
Sacrifice  was  defined  as  inferring  that  k'[a]n  individual  ought  not  to  perform  any  action  unless  it 
contributes  to  the  'common  good'"  whereas  the  Ethics  of  Tolerance  was  summarized  as  "[a]n 
individual  ought  to  be  able  to  perform  any  action  as  long  as  that  action  does  not  harm  another 
person"166.  McGowan  goes  on  to  conclude  that  the  "Ethics  of  Tolerance  has  certainly  triumphed 
over  the  Ethics  of  Sacrifice"  with  regard  to  gambling,  because  the  American  public  is  increasingly 
accepting  the  concept  of  gambling  as  something  that  would  only  harm  the  individual  person  who 
may  lose  at  gambling.  "If  a  gambler  is  playing  a  game  of  chance  and  loses  money,  only  the  player  is 
hurt  and  no  innocent  bystander  is  harmed  by  a  gambler's  action"     . 


162NGISC  report,  p. 
I63lbi<±,  p.7-6. 
i64Wiseman,  2000. 
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Opponents  to  this  view,  however  insist  that  the  negative  social  impacts  are  hard  to  define,  but  that 
they  do  indeed  exist.  The  act  of  throwing  dice  may  not  directly  hurt  a  bystander,  but  the  drunken 
rage  or  the  desperate  attempt  to  acquire  more  money  to  gamble  that  could  ensue  upon  a  substantial 
monetary  loss  (for  example),  could  have  many  negative  consequences  on  families,  marriages,  etc. 
They  do  not  believe  a  moral  government  should  support  such  an  initiative.  In  a  speech  for  the 
National  Coalition  Against  the  Expansion  of  Gambling,  Maura  Casey  points  out: 

. .  .studies  almost  never  examine  the  other  impacts  of  gambling-the  impact  on  suicide, 
divorce,  neglect,  job  loss,  family  instability.  And  without  those  measures,  most 
studies  remain,  at  best,  an  incomplete  and  often  too-rosy  picture  of  the  role  of 
gambling1    . 

Indeed  the  National  Gambling  Impact  Study  Commission  acknowledges  the  importance  of  weighing 
the  potential  costs  and  the  potential  benefits: 

...it  is  not  appropriate  to  speak  of  those  potential  benefits  without  immediately 
acknowledging  both  the  unknown,  and  presently  unmeasured  negative  effects  in 
those  same  communities  experienced  by  those  citizens  who  develop  problem  or 
pathological  gambling  habits  and  the  wave  effects  that  those  persons  cause  in  their 
families,  workplaces  and  local  communities. 

Additionally,  Time  Magazine  reports  that  Indian  gambling  casinos,  which  were  created  with  a  stated 
intention  of  revitalizing  poverty-stricken  Indian  communities  and  promoting  self-sufficiency,  quite 
often  is  a  multiple  million  dollar  money  maker  for  investors  and  select  Indian  controllers,  while  the 
majority  of  American  Indians  are  left  struggling     .  Further: 

The  tribes'  secrecy  about  financial  affairs — and  the  complicity  of  government  oversight 
agencies — has  guaranteed  that  abuses  in  Indian  country  growing  out  of  the  surge  in 
gambling  riches  go  undetected,  unreported  and  unprosecuted. . .  Those  who  question  how 
much  the  casinos  really  make,  where  the  money  goes  or  even  tribal  operations  in  general 
may  be  banished.  Indians  who  challenge  the  system  are  often  intimidated,  harassed  and 
threatened  with  reprisals  or  physical  harm.  They  risk  the  loss  of  their  jobs,  homes  and 
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income 

What  then,  opponents  ask,  are  the  social  benefits,  and  what  will  prevent  the  same  type  of  situation 
from  occurring  in  non-Indian  casino  communities?  The  morality  and  ethics  of  such  a  system  is  thus 
in  question. 

There  is  also  concern  that  the  pursuit  of  the  American  Dream,  in  which  hard  work  and  dedication 
lead  to  success,  is  under  attack  because  of  the  emphasis  improperly  placed  on  luck.  The  National 
Coalition  Against  Legalized  Gambling  insists: 
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Gambling  presents  a  bad  example  to  our  children.  Gambling  promotes  the  idea  that 
luck,  not  education  and  hard  work,  is  the  key  to  success.  Gambling  produces  no 
wealth  for  society,  and  suggests  that  productivity  is  not  important.  Gambling  sets  up 
artificial  risks  and  glorifies  individuals  who  take  the  biggest,  most  foolish  risks'71. 

Again,  supporters  of  this  view  would  conclude  that  the  ethical  component  of  gambling  is  lacking  in 
that  it  goes  against  the  basic  values  of  our  society. 

Ethical  Considerations:  Conclusion 

The  moral  implications  that  expanded  legalized  gambling  may  have  on  the  citizens  of  the 
Commonwealth  has  been  repeated  raised  by  religious  organizations  and  members  of  local 
communities  who  fear  the  moral  impact  that  gambling  will  have  on  their  children.  Central  to  this 
debate  is  weighing  the  moral  benefit  that  gambling  has  on  the  gambler  vs.  the  negative  impact  it  has 
on  others  (e.g.,  family). 


VII.     Conclusion 

This  paper  examined  various  social  impacts  that  expanded  legalized  gambling  may  have  on  the 
citizens  of  the  Commonwealth  of  Massachusetts.  The  empirical  research  findings  presented  are 
unequivocally  inconsistent,  and  much  of  the  anecdotal  information  presented  can  mostly  be 
interpreted  by  personal  beliefs.  However,  much  of  the  debate  has  focused  on  anecdotal  rather  than 
empirically  derived  evidence  of  the  impacts  of  legalized  casino  gambling.  Even  as  governments 
continue  to  explore  and  implement  casino  gambling  options,  more  consistent  research  findings  on 
this  debate  may  not  be  revealed.  To  summarize: 

•  The  impact  of  gambling  on  the  crime  rate  is  not  clear.  As  with  any  large  entertainment 
venue  that  draws  a  significant  number  of  patrons,  the  introduction  of  a  gambling 
establishment  into  a  community  will  increase  the  number  of  crimes  committed.  A 
fluctuation  in  the  crime  rate  associated  with  a  new  gambling  establishment  however  is 
debatable. 

•  There  is  evidence  that  when  workers  are  represented  by  a  union,  casinos  can  produce  high 
quality  service  sector  jobs  which  generate  a  societal  benefit  for  employees. 

•  Legalized  gambling  will  have  a  negative  psychological  impact  on  the  existing  population  of 
compulsive  gamblers  and  their  families.  The  potential  health  benefits  of  gambling,  when 
used  as  a  vehicle  to  reduce  stress  and  anxiety,  may  also  be  realized. 

•  The  moral  dilemma  remains:  is  it  appropriate  for  an  individual  to  engage  in  gambling,  if  it 
does  not  contribute  to  the  'common  good'  or  is  it  acceptable  behavior  if  it  is  not  harming 
another  person.  This  debate  is  obviously  closely  linked  to  the  related  examination  of  what 
the  negative  impacts  of  gambling  are  on  society. 
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CONCLUSION 


The  Commission  to  Study  the  Potential  Expansion  of  Legalized  Gaming  was  charged  with 
studying  and  reporting  on  the  potential  impacts,  both  positive  and  negative,  of  expanded 
gambling  in  the  Commonwealth  of  Massachusetts.  The  Commission  was  further  directed  to 
study  the  regulation  of  any  such  expansion. 

Four  subcommittees  examined  issues  relating  to  these  potential  impacts.  This  report  reflects  the 
work  of  those  subcommittees  and  the  Commission  as  a  whole,  including  four  public  hearings  and 
two  full  Commission  meetings.  The  report  outlines  the  primary  ways  in  which  the  expansion  of 
legalized  gambling  may  impact  the  state  and  its  citizens. 

The  work  of  the  Regulations  Subcommittee  highlights  the  challenges  inherent  in  introducing  a 
highly  regulated  industry  to  our  state.  The  Subcommittee  examined  regulatory  frameworks,  and 
pointed  out  areas  in  which  the  legislature  will  have  significant  discretion  over  the  expansion  of 
gambling.  Ultimately,  the  Subcommittee  emphasizes  the  importance  of  consistency- 
comprehensiveness  in  oversight  and  regulation  in  suggesting  that  a  single  authority  be 
established  to  govern  both  existing  and  expanded  gambling.  The  subcommittee  found  the 
consent  of  the  city  or  town  proposed  to  host  gambling  operations  to  be  of  primary  importance. 

Expanded  gambling  has  the  potential  to  bring  significant  positive  economic  development 
impacts  to  the  Commonwealth,  including  good  quality  jobs,  the  attraction  of  new  spending  on 
gambling  and  associated  industries,  and  the  "recapture"'  of  revenues  currently  being  spent  on 
gambling  opportunities  in  neighboring  states.  The  Economic  Development  Subcommittee's 
review  of  existing  research  revealed  that  the  type  and  location  of  a  new  gambling  operation  or 
operations  will  play  a  large  role  in  determining  its  economic  development  impact.  For  example, 
the  expansion  of  "convenience"  gambling  such  as  stand-alone  electronic  gaming  devices  is 
unlikely  to  create  jobs  or  to  stimulate  real  economic  development. 

The  Fiscal  Impacts  Subcommittee  focused  on  potential  revenues  to  the  state  from  gambling 
expansion,  as  well  as  studying  possible  effects  on  the  State  Lottery.  Estimates  of  total  gambling 
revenue  from  range  from  $540.9  million  to  over  $1  billion  annually  for  a  single  casino.  State 
and  local  tax  revenue  from  gambling  depends  on  the  size  and  number  of  venues  permitted,  as 
well  as  the  tax  structure  or  negotiated  revenue  sharing  agreement.  The  evidence  concerning  the 
effects  of  expanded  gambling  on  the  State  Lottery  are  inconclusive,  but  it  appears  likely  that  the 
introduction  of  casino  gambling  would  have  a  negative  effect  on  instant  (scratch  ticket)  lottery 
games.  Massachusetts  is  at  little  risk  for  a  total  revenue  loss  from  expanded  gambling;  total 
gambling  revenues  have  increased  in  every  state  with  a  lottery  in  which  casino  or  slot  machine 
gambling  has  been  introduced. 

The  Social  and  Cultural  Impacts  Subcommittee  studied  a  range  of  social  issues  associated  with 
gambling,  including  impacts  on  crime,  rates  of  pathological  gambling,  and  the  positive  social 
effects  of  gainful  employment.  The  Subcommittee  found  that  gambling  expansion  is  likely  to 
bring  an  attendant  increase  in  crime  volume,  as  is  consistent  with  increases  in  visiting 
populations  seen  in  other  large  developments  across  the  country.  There  is  no  evidence 
conclusively  pointing  to  an  increase  in  crime  rates  from  expanded  gambling.  The  Subcommittee 
concluded  that  an  increase  in  legalized  gambling  opportunities  would  prove  a  detriment  to  the 
existing  population  of  problem  or  pathological  gamblers  and  their  families.  Any  gambling 


Page  80 


expansion  should  include  means  by  which  sufficient  funding  is  devoted  to  programs  addressing 
the  problem  of  compulsive  gambling. 

The  jobs  created  by  gambling  expansion  provide  a  positive  social  impact  beyond  the  value  of  a 
paycheck.  The  Commission  heard  testimony  from  around  the  state  that  such  jobs  are  needed,  and 
reviewed  evidence  that  the  gambling  industry  can  provide  high  quality  service  sector  jobs,  and 
are  more  likely  to  do  so  when  workers  are  represented  by  a  union. 
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APPENDIX  A 


Commissioner  Statements 


Commission  Chairman  Kevin  M.  Burke 
District  Attorney  for  the  Eastern  District 

With  the  advent  of  the  state  lottery,  we  have  crossed  a  cultural  line  to  which  we  will  never  return.  Even 
though  lotteries  are  clearly  the  most  regressive  form  of  gambling,  somehow  we  in  the  Commonwealth  of 
Massachusetts  felt  we  were  holding  the  moral  high  ground,  because  we  had  no  visible  temples  of 
temptations  of  the  type  that  existed  in  Las  Vegas  or  Atlantic  City. 

Then  along  came  Foxwoods  and  Mohegan  Sun,  removing  the  remote,  exotic,  forbidden  fruit  aspect  to 
casino  gambling.  These  two  establishments  have  had  a  significant  impact  on  mainstream  thinking  about 
"big  time"  gambling.  Grandparents,  parents,  aunts,  uncles,  friends  and  neighbors  have  used  and  enjoyed 
these  facilities  without  losing  their  fortunes  and  their  souls. 

It  is  undeniable  that  additional  gambling  opportunities  in  the  Commonwealth,  whether  they  are  casinos  or 
any  other  form  of  gambling,  will  produce  increased  revenues  for  the  state,  and  perhaps  for  local 
government.  Under  the  appropriate  set  of  circumstances,  casinos,  in  particular,  can  produce  excellent 
opportunities  for  economic  development. 

The  Commission,  in  the  course  of  its  deliberations  and  research,  also  received  information  as  to  the  social 
and  cultural  costs  associated  with  gambling  in  terms  of  additional  crime  and  compulsive  gambling.  While 
these  costs  are  difficult  to  quantify,  they  appear  easily  offset  by  contributions  from  gambling  revenues. 

And  given  the  fact  that  we  are  in  the  midst  of  a  fiscal  crisis  and  expanded  gaming  will  generate  much 
needed  revenues,  don't  the  benefits  comfortably  outweigh  the  harm?  This  is  a  more  complicated  question 
than  it  appears  to  be. 

The  decision  to  expand  legalized  gambling  in  Massachusetts  should  not  be  based  on  a  simple  cost  benefit 
analysis.  Balanced  against  the  obvious  economic  benefits  is  the  potential  negative  social  and  cultural 
impact  of  expanded  gambling  on  the  Commonwealth  and  its  regions,  to  which  it  is  impossible  to 
accurately  assign  a  dollar  value. 

Increased  crime  and  compulsive  gambling  are  not  the  only  concerns  associated  with  expanded  gambling. 
Among  the  questions  that  must  be  addressed  are,  can  we  reproduce  the  Foxwoods  and  Mohegan  Sun 
experience  in  Masssachusetts?  Where  and  how  many  casinos  can  be  built  before  the  economics  of 
competition,  both  from  within  and  without  the  state,  not  only  limit  revenues,  but  threaten  the 
attractiveness  of  the  facility  and  the  quality  of  life  in  the  surrounding  areas. 

What  are  the  social  and  cultural  costs  to  a  region  if  a  casino  does  not  produce  sustainable  economic 
development?  What  is  the  social  impact  on  a  workforce  from  lost  opportunities  if  a  casino  fails  or 
reduces  jobs?  What  will  be  the  impact  on  charitable  gaming  and.  therefore,  the  charitable  institutions 
themselves? 

Because  the  social  and  cultural  costs  associated  with  expanded  gaming  are  not  easily  quantifiable.  I  would 
suggest  that  the  Legislature  and  Governor  move  cautiously.  I  would  recommend  that  additional, 
independent  analysis  of  all  existing  economic  models  related  to  gaming  be  undertaken,  an  opportunity  not 
provided  to  the  Commission  because  of  time  and  a  lack  of  resources. 
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Mayor  John  Barrett  III 
City>  of  North  Adams 

I  feel  very  strongly  that  if  there  casino  gambling  is  approved  in  the  Commonwealth  that  all  revenue 
generated  go  for  education.  This  would  protect  the  public  schools  and  higher  education.  Despite  what 
some  may  say  I  am  convinced  that  revenue  from  the  lottery  will  be  reduced. 

The  state  when  negotiating  with  the  Indian  Tribes  or  private  casino  interests  regarding  revenues  should 
not  consider  anything  less  than  a  50%  of  the  gross  revenues.  Consideration  should  also  be  given  to  the 
implementation  of  a  host  or  impact  fee  for  any  city  or  town  which  will  be  impacted  with  the  opening  of  a 
casino. 

If  casino  gambling,  slots,  etc.  is  approved  in  the  Commonwealth  there  should  be  a  provision  that  ALL 
lottery  funds  be  returned  to  the  cities  and  towns.  There  is  now  talk  on  Beacon  Hill  of  reducing  lottery 
distributions  by  50%.  I  fear  that  the  legislature  because  of  the  state's  fiscal  crisis  will  attempt  to  use 
these  new  revenues  for  other  programs.    Any  approval  of  casino  gambling  must  include  this  language. 

Approving  casino  gambling  in  Massachusetts  should  be  for  the  right  reason  and  not  to  take  care  of  any 
special  interest  group  or  just  for  additional  revenue.  While  it  may  create  jobs  and  generate  needeed 
revenue  no  one  knows  for  sure. 

Despite  numerous  hours  of  testimony  on  both  sides  of  this  issue  I  cannot  say  with  conviction  whether 
casino  gambling  will  or  will  not  benefit  the  State  of  Massachusetts.    On  the  surface  it  would  appear  that  it 
may  be  too  late  for  Massachusetts.  I  do  not  buy  in  to  the  claim  that  the  Commonwealth  will 
recapture  80%  of  the  revenue  that  now  goes  to  Connecticut.  Massachusetts  lawmakers  must  examine  the 
issue  very  carefully  and  look  at  the  big  picture  and  not  just  today. 

My  role  on  this  commission  was  not  to  say  yes  or  no  to  casinos  in  the  Commonwealth  but  to  voice 
concerns  about  the  impact  of  reduced  lottery  revenues  will  have  on  cities  and  towns.  If  lottery  revenues 
are  reduced  and  they  are  not  replaced  with  new  revenue  from  the  slots  etc.  than  the  people  of 
Massachusetts  will  lose  vital  services  and  see  significant  increases  in  their  property  taxes.  Revenues 
derived  from  casino  gambling/slots  should  be  spent  in  a  way  that  will  help  reduce  the  tax  burden  upon  the 
citizens  of  the  state. 

I  commend  my  fellow  commissioners  for  their  patience  at  those  long  hearings  and  the  knowledge  they 
brought  to  the  table.  To  the  Chairmen  what  can  be  said  other  than,  great  job! 
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Janice  Loux,  President 

Hotel  and  Restaurant  Employees  Union 

I  am  proud  to  have  had  the  opportunity  to  serve  on  the  Commission  to  Study  the  Potential  Expansion  of 
Legalized  Gaming,  and  to  have  chaired  the  Commission's  Economic  Development  Subcommittee.  In 
addition  to  the  Governor's  charge  to  the  Commission  to  study  the  potential  impacts  of  expanded  gambling 
in  the  Commonwealth  of  Massachusetts,  my  responsibility  to  this  Commission  has  been  to  represent  the 
concerns  of  the  people  who  will  work  in  the  industry,  should  our  elected  leaders  decide  to  pursue 
gambling  expansion.  As  a  former  hotel  worker  and  as  President  of  the  Hotel  and  Restaurant  Employees 
Union,  Local  26,  I  am  familiar  with  the  concerns  of  workers  in  the  hospitality  and  foodservice  industry.  I 
am  also  a  Vice  President  of  the  Hotel  and  Restaurant  Employees  International  Union,  which  represents 
over  80,000  gaming  and  racing  industry  workers  nationwide.  Gaming  employees  work  in  diverse 
facilities  from  the  casinos  of  Las  Vegas,  Atlantic  City,  Detroit  and  Reno,  to  riverboats  in  the  Midwest,  the 
card-clubs  of  Washington  State  and  California,  and  at  thoroughbred  and  greyhound  racing  tracks  across 
the  country. 

The  Economic  Development  Subcommittee  found  that  the  expansion  of  legalized  gambling  has  the 
potential  to  create  thousands  of  good  quality  jobs  in  the  service  industry.  The  benefits  associated  with 
unionized  gaming  employment  are  clear.  The  80,000  workers  our  union  represents  in  the  gaming  industry 
enjoy  better  income,  health  insurance,  and  pension  than  comparable  non-unionized  service  sector 
workers.  At  the  Commission's  public  hearing  in  Boston,  six  workers  from  Las  Vegas.  Detroit  and 
Atlantic  City  testified  to  the  difference  their  union  gambling  industry  jobs  have  made  in  their  lives. 
Employment  that  pays  well,  comes  with  good,  affordable  health  insurance  and  provides  retirement 
benefits  has  social  impacts  far  beyond  the  economics  of  wages  and  taxes,  assuring  workers  a  decent 
standard  of  living  for  themselves  and  their  families. 

When  we  examined  the  research  on  the  economic  development  potential  of  various  forms  of  gambling,  it 
became  clear  to  us  that  casino  destination  resorts  have  demonstrated  the  ability  to  generate  economic 
growth.  This  is  opposed  to  diffuse  and  widespread  forms  of  gaming — so-called  "convenience  gaming" — 
that  contributes  little,  if  anything,  in  terms  of  employment  and  tends  to  increase  social  costs.  The 
Subcommittee  also  found  that  casino  gambling  has  been  an  effective  tool  for  manv  Native  American 
tribes  to  reverse  cycles  of  poverty  and  to  build  toward  economic  self-sufficiency.  The  lack  of  legally 
mandated  labor  protections  on  tribal  lands  has  been  a  cause  of  concern,  but  in  the  event  the 
Commonwealth  pursues  tribal  gaming  ventures,  we  are  confident  that  workers'  rights  issues  can  be 
addressed  cooperatively,  as  has  been  the  case  in  other  parts  of  the  country. 

In  closing,  I  would  like  to  note  my  gratitude  for  the  work  done  by  this  commission  on  the  subject  of 
problem  and  pathological  gambling.  If  Massachusetts  decides  to  expand  its  legal  gambling  industry,  it  is 
the  responsibility  of  the  industry,  with  guidance  from  our  legislative  leaders,  to  take  the  lead  in  addressing 
this  problem,  which  can  have  such  a  terrible  impact  on  people  and  their  families,  and  by  extension,  their 
communities.  I  am  in  full  agreement  that  Massachusetts  should  seize  the  opportunity  to  be  the  leader 
among  states  in  prevention  and  treatment  of  problem  gambling. 
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Michael  McGlynn,  Mayor  of  the  City  of  Medforci  and 
President  of  the  Massachusetts  Municipal  Association 

The  Massachusetts  State  Lottery  was  established  in  1971  to  provide  revenues  for  cities  and  towns  to 
help  pay  for  local  government  services.  Over  the  years,  the  Lottery  has  expanded  and  changed,  but  its 
main  purpose  has  always  been  to  provide  revenues  for  local  government. 

Local  Dependence  on  Lottery  Distributions.  Cherry  Sheet  and  supplemental  Lottery 
distributions  have  been  an  essential  component  of  municipal  revenues,  particularly  since  fiscal 
1982  when  Proposition  2  1/2  first  imposed  strict  limits  on  the  local  property  tax  and  the  motor 
vehicle  excise.  As  a  local  General  Fund  revenue,  Lottery  distributions  help  pay  for  police  and 
fire  protection,  for  schools  and  for  all  municipal  services. 

At  $778  million  this  year.  Lottery  distributions  represent  the  second  largest  Cherry  Sheet  account, 
following  Chapter  70  school  aid  earmarked  for  public  education.  Lottery  distributions  represent  the 
single  largest  source  of  non-earmarked  or  General  Fund  revenues  on  the  Cherry  Sheets.  When 
combined  with  Additional  Assistance,  the  other  main  Cherry  Sheet  General  Fund  account,  non- 
earmarked  aid  totaled  $1 .2  billion  this  year. 

Since  fiscal  1989,  the  only  new  non-earmarked  Cherry  Sheet  aid  reaching  cities  and  towns,  other  than 
minor  accounts,  has  come  from  growth  in  lottery  revenues.  While  Additional  Assistance  is  now  funded 
at  less  than  it  was  in  fiscal  1983,  Lottery  revenues  and  distributions  have  grown  steadily  as  the  Lottery 
Commission  has  carefully  and  productively  expanded  and  improved  its  games.  Continued  growth  in 
Lottery  distributions  is  absolutely  necessary  to  help  pay  for  basic  local  government  services  and  to 
avoid  over-reliance  on  the  property  tax.  This  is  particularly  true  heading  into  fiscal  2004  following  the 
major  cut  in  Additional  Assistance  this  year  and  the  prospects  for  more  local  aid  cuts  next  year. 


It  is  imperative  that  state  lawmakers  make  every  possible  effort  to  protect  the  financial  stability  of  cities 
and  towns.  At  a  minimum,  the  following  three  policy  recommendations  should  be  adopted: 

1 .  If  the  Governor  and  the  Legislature  decide  to  permit  a  casino  or  casinos  or  slot  machines  at 
other  sites,  the  stream  of  local  government  revenues  now  supported  by  Lottery  revenues 
must  be  protected,  and  there  must  be  a  guarantee  put  in  place  that  this  revenue  stream  will 
increase  by  a  reasonable  amount  annually.  This  is  essential  to  the  fiscal  health  of 
Massachusetts  cities  and  towns. 

2.  Strong  consideration  should  be  given  to  using  the  new  revenues  that  would  be  provided  by 
any  expansion  of  gaming  beyond  the  Lottery  to  fulfill  state  promises  to  help  pay  for  local 
government  services.  The  new  special  education  cost-sharing  law  enacted  in  2000  still 
waits  for  first-year  funding,  the  school  building  assistance  program  desperately  needs 
additional  funding,  and  adequate  school  aid  amounts  appear  to  be  in  jeopardy  next  year. 
Funding  these  commitments  would  be  a  worthy  use  of  any  new  gaming  revenues. 

3.  Any  recommendation  on  expanding  gaming  must  also  include  due  consideration  of  the 
impact  on  the  host  city  or  town  and  neighboring  municipalities.  The  siting  of  expanded 
gaming  activities  should  be  at  the  discretion  of  the  proposed  host  municipality  and  adequate 
payments  must  be  ensured  to  cover  increases  in  local  government  services  attributable  to 
any  new  activities. 


Pase  90 


Richard  A.  McGowan.S.J. 

Boston  College  -  Carroll  School  of  Management 

First,  I  would  like  to  thank  all  of  my  fellow  commissioners  (especially,  the  chair,  Kevin  Burkej  for  all  of  their 
time  and  work  in  assembling  this  report.  Given  the  time  frame  that  the  commission  had  to  complete  its  work, 
it  is  a  very  credible  and  complete  document.  I  will  confine  my  remarks  to  very  brief  commentaries  on  each 
section  of  the  report.  After  that,  I  would  like  to  make  one  specific  recommendation  to  the  legislature  which 
must  decide  this  issue  in  the  coming  months. 

Regulation.  1  agree  completely  with  the  recommendation  of  an  overall  gaming  commission.  This  commission 
needs  to  oversee  the  state's  overall  gaming  strategy.  This  strategy  must  balance  the  state's  fiscal  needs  with 
the  social  problems  associated  with  gaming.  The  proposed  composition  of  this  new  Gaming  commission  is 
quite  sound  and  offers  the  public  as  well  as  the  legislature  an  opportunity  to  be  quite  active  in  regulating 
gaming  in  Massachusetts. 

Social  and  Cultural.  This  report  dealt  with  the  most  nebulous  and  the  most  controversial  issues  surrounding 
additional  gaming  opportunities.  It  is  quite  difficult  to  measure  the  loss  to  society  of  a  person  who  becomes 
addicted  to  gaming.  Crime,  bankruptcy  and  family  are  issues  that  are  associated  with  gaming  but  they  are 
impossible  to  measure.  Yet,  these  problems  are  quite  real  and  need  to  be  addressed. 

What  is  clear  is  that  the  gaming  issue  is  one  that  involves  the  "common  good"  versus  the  rights  of  those  who 
can  enjoy  gaming  without  any  problems  which  includes  that  vast  majority  of  the  population.  HopefulK,  my 
recommendation  (final  plea!)  at  the  end  of  this  statement  might  help  with  this  moral  dilemma. 

Revenue.  There  is  little  doubt  in  my  mind  that  overall  gaming  revenue  to  the  state  will  increase  significantly 
if  there  are  additional  opportunities  for  Massachusetts  residents  to  visit  either  "racinos"  or  casinos  or  a 
combination  of  both.  My  own  research  concludes  that  the  rate  of  growth  of  Instant  Game  Sales  (well  o\er 
60%  of  the  MA  Lottery  sales)  will  slow  so  that  city  and  towns  will  need  to  be  compensated  for  this 
slowdown. 

I  would  also  add  that  most  of  the  revenue  projections  are  probably  too  optimistic  and  figures  such  as  S750 
million  to  $  1  billion  in  additional  gaming  revenue  will  be  quite  hard  to  achieve.  Massachusetts  is  not  the  onl\ 
state  that  will  be  "competing"  for  these  gaming  dollars  with  all  Massachusetts"  neighboring  states  more  than 
willing  to  embark  on  the  same  road  as  Massachusetts.  The  legislature  will  need  to  keep  this  in  mind  as  it  sets 
the  rate  of  taxation  on  any  proposed  casino  or  additional  gaming  devices. 

Economic.  There  is  also  little  doubt  in  my  mind  that  the  establishment  of  additional  gaming  opportunities 
will  lead  to  more  employment  and  jobs  (both  construction  and  in  the  casinos  and  tracks)  that  are  quite  good  in 
terms  of  salary  and  benefits.  However,  there  will  be  costs  such  as  building  additional  roads,  repairing  brides 
and  roads,  hiring  additional  police  and  fireman,  etc...  The  towns  and  cities  that  host  the  additional  gaming 
sites  need  to  be  compensated  for  these  costs. 

Although  there  will  be  a  "short-run"  burst  of  economic  benefits,  my  chief  concern  is  how  "long-run"  will 
these  economic  benefits  last?  In  most  of  the  states  that  presently  operate  "river-boat"  gaming,  there  appears 
to  be  leveling  off  of  revenue.  The  Gaming  Industry  is  seeking  new  markets  because  interest  in  their  present 
markets  has  peaked.  It  is  because  of  this  phenomenon  that  I  make  the  following  suggestion  to 
Commonwealth. 

Final  Suggestion.  Gaming  has  been  and  appears  will  always  be  a  significant  part  of  the  entertainment 
industry  in  America.  From  the  1600's  to  the  184(Ts.  lotteries  were  utilized  to  supply  the  funds  to  build  canals 
(Erie),  roads  (the  earliest  turnpikes)  and  buildings  (Harvard  and  Yale).  But  it  should  be  noted  that  the  funds 
from  these  early  lotteries  were  employed  for  economic  development  either  in  providing  funds  for 
infrastructure  or  education. 

Clearly,  casino  gaming  is  replacing  the  lottery  as  the  chief  form  of  gaming.  One  might  dispute  the  wisdom  of 
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this  but  it  has  occurred.  But  like  all  forms  of  entertainment  people  become  less  enamored  of  it  after  repeated 
sessions.  Obviously,  people  will  always  enjoy  gaming  but  the  extent  to  which  this  current  boom  will  last  has 
to  be  analyzed. 

Since  gaming  revenue  will  peak  or  even  decline  eventually,  I  propose  that  the  legislature  learn  a  lesson  from 
our  colonial  forefathers.  The  majority  of  additional  gaming  revenue  should  NOT  be  added  to  the  general  fund 
no  matter  how  dire  the  state's  fiscal  picture.  A  percentage  needs  to  used  to  compensate  local  towns  and  cities 
and  a  similar  percentage  needs  to  be  allocated  to  compulsive  gaming  help  and  research.  But  at  least  50%  of 
this  revenue  ought  to  be  set  aside  to  assist  poor  communities  (such  as  New  Bedford,  Fall  River.  Lawrence, 
Lowell,  Holyoke,  Springfield,  Chelsea,  etc.)  in  their  drive  to  build  a  base  for  long-term  economic 
development.  Perhaps,  a  "rainy"  day  fund  could  be  constructed  that  would  enable  these  communities  to  utilize 
these  funds  when  they  have  coherent  economic  projects  that  will  lead  to  "long-run'"  economic  growth. 

I  know  that  this  recommendation  will  be  hard  for  legislators  to  swallow  but  they  need  to  avoid  the  temptation 
of  a  short-term  fix  for  the  Commonwealth's  fiscal  woes  in  favor  of  something  that  might  be  able  to  solve  the 
economic  development  problems  of  Massachusetts'  poor  communities. 


Pase  92 


Jay  Mitchell,  Executive  Director 
Massachusetts  State  Lottery  Commission 

As  Executive  Director  of  the  Massachusetts  State  Lottery,  1  believe  my  role  is  to  help  the  Commission 
measure  the  potential  impact  that  expanded  gaming  could  have  on  the  Lottery  "s  ability  to  generate 
revenue  for  the  cities  and  towns  of  Massachusetts.  While  much  discussion  has  taken  place  on  this  issue, 
there  are  three  major  points  that  I  wish  to  emphasize  for  the  Governor  and  the  Legislature  as  they  consider 
the  impact  of  expanded  gaming  in  Massachusetts. 

First,  the  commission  has  made  assumptions  about  the  potential  impact  that  expanded  gaming  would  have 
on  the  Lottery  by  reviewing  reports  that  summarize  the  impact  that  casinos  have  had  on  lotteries  in  other 
states.  I  would  like  to  point  out  that  in  FY2002,  the  38  state  lotteries  in  the  United  States  collecti\el> 
generated  $41  billion  in  sales.  The  Massachusetts  Lotterv.  which  generated  $4.2  billion  in  sales  in  FY02. 
represents  10.2%  of  this  total,  second  only  to  New  York,  which  accounted  for  1 1.3%  of  total  lottery  sales 
nationwide.  Massachusetts  also  ranks  first  in  the  nation  in  Lottery  per  capita  spending,  with  spending  per 
citizen  climbing  to  $618  in  FY02.  By  comparison,  the  next  two  highest  states  in  per  capita  lottery 
spending  in  FY02  were  Georgia  and  Connecticut.  Those  states  have  per  capita  spending  of  S249  and 
$245,  respectively.  Given  the  extraordinary  volume  of  Lottery  spending  in  Massachusetts,  it  is  difficult 
to  determine  the  impact  that  expanded  gaming  would  have  on  the  Massachusetts  Lottery  by  drawing 
parallels  with  other  states. 

It  may  be  true  that  the  introduction  of  expanded  gaming  in  Massachusetts  will  increase  overall  spending 
on  gaming  in  the  state,  thus  increasing  the  gaming  revenue  that  the  state  would  capture.  However,  the 
introduction  of  other  gaming  venues  could  cannibalize  the  revenue  generated  by  the  Massachusetts  State 
Lottery.  Therefore,  if  the  decision  is  made  to  expand  gaming  in  Massachusetts,  the  Governor  and 
Legislature  should  implement  safeguards  to  ensure  that  cities  and  towns  of  the  Commonwealth  will  not  be 
negatively  impacted  by  a  loss  of  Lottery  revenue. 

The  second  important  point  that  I  would  like  to  emphasize  pertains  to  the  argument  that  the  creation  of 
new  casinos  in  Massachusetts  will  result  in  the  creation  of  thousands  of  new  jobs.  While  this  will  be  a 
welcome  benefit  of  expanded  gaming,  we  must  remember  that  the  Massachusetts  State  Lottery 
Commission  sells  Lottery  products  through  its  relationship  with  7,300  small  and  medium-sized  businesses 
around  the  Commonwealth.  Particularly  for  our  smaller  business  partners.  Lottery  sales  are  often  the 
lifeblood  of  their  businesses.  A  decrease  in  Lottery  sales  would  likely  have  a  negative  impact  on  many  of 
these  so  called  '"mom  and  pop"  stores  across  the  state. 

My  final  point  pertains  to  the  governance  and  regulation  of  new  gaming  in  Massachusetts.  The  State 
Lottery  Commission  has  spent  30  years  developing  and  regulating  gaming  products.  It  is  also  responsible 
for  the  oversight  of  475  Charitable  Gaming  licensees  across  Massachusetts.  Given  this  experience.  I 
recommend  that  the  Massachusetts  State  Lottery  Commission,  under  the  direction  of  the  State  Treasurer 
&  Receiver  General,  govern  and  regulate  all  additional  gaming  operations. 

It  has  been  a  pleasure  serving  with  you  on  this  commission.  I  believe  your  leadership  has  brought  a 
balance  to  our  exploration  of  this  very  complicated  issue. 
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Kathleen  M.  Scanlan,  Director 

Massachusetts  Counsel  on  Compulsive  Gambling 

As  a  participant  in  the  process  of  producing  this  Report.  I  would  like  to  express  my  appreciation  for  the 
hard  work,  the  commitment,  and  the  spirit  of  cooperation  shown  b>  Commission  members,  for  the  elegant 
leadership  provided  by  District  Attorney  Kevin  Burke,  and  for  the  over  twenty  hours  of  testimony  at  four 
locations  throughout  the  State  that  expressed  the  experience  and  wisdom  of  Massachusetts  citizens. 

Our  charge  was  to  gather  information  on  the  potential  positives  and  the  potential  negatives  that 
Massachusetts  could  expect  if  we  were  to  increase  gambling  here.  Given  the  constraints  of  time  and 
budget  under  which  the  Commission  worked,  we  were  not  able  to  provide  any  new  research,  but  simply 
gather  and  present  the  information  that  already  exists.  In  outlining  potential  benefits  and  drawbacks,  we 
found  some  definitive  answers.  However,  there  are  many  more  instances  where  answers  are  not  known. 
Providing  some  answers  through  funded  research  is,  I  believe,  crucial  as  Massachusetts  makes  decisions 
about  gambling  expansion. 

Despite  obvious  limitations  of  time  and  funds.  I  believe  the  Commission  has  produced  a  report  that  is 
useful  in  the  discussion  of  potential  gambling  expansion  in  the  Commonwealth.  Initial  media  reports, 
issued  before  the  report  was  completed  and  released,  were  not.  in  my  opinion,  reflective  of  the  content  of 
the  Report.  In  view  of  this  preliminary'  misinformation  from  the  media,  I  urge  an  actual  reading  of  the 
report  before  drawing  conclusions. 

The  task  of  the  Commission  was  not  to  make  recommendations.  However  as  Executive  Director  of  the 
Massachusetts  Council  on  Compulsive  Gambling  and  as  someone  who  has  over  the  years  heard  the  pain, 
the  devastation,  and  the  hopelessness  of  those  for  whom  gambling  has  become  anything  but  fun,  I 
recommend  and  implore  Massachusetts  citizens,  leaders  and  policy  makers  to  learn  about  problem 
gambling  and  its  impact  on  Massachusetts  families  and  to  take  that  into  serious  consideration  in  the 
development  of  any  public  policy  related  to  gambling  in  Massachusetts. 
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Kurt  N.  Schwartz,  Chief  Criminal  Bureau 
Office  of  the  Attorney  General 

It  has  been  a  privilege  serving  on  the  Commission  to  Study  the  Potential  Expansion  of  Legalized  Gaming. 
Under  your  direction,  the  Commission  has  prepared  a  comprehensive  report  that  both  provides  a  balanced 
examination  of  the  potential  costs  and  benefits  of  expanding  legalized  gambling,  and  frames  the  public 
and  legislative  debates  that  likely  will  follow  its  release. 

At  this  point,  I  take  no  position  on  whether  legalized  gambling  should  be  expanded  in  the 
Commonwealth.  I  write,  however,  to  emphasize  two  points. 

First,  the  Commission's  report  should  be  used  by  the  public,  the  legislature  and  the  Governor  as  the  basis 
for  further  examination  of  the  complex  issues  surrounding  the  decision  to  expand  legalized  gambling. 
While  the  report  discusses  many  of  the  potential  costs  and  benefits  of  expanding  legalized  gambling,  and 
examines  the  experiences  of  other  states  that  have  enacted  comprehensi\e  gaming  statutes,  it  neither 
answers  all  of  the  relevant  questions  nor  offers  a  recommendation  on  whether  the  benefits  outweigh  the 
costs.  The  issues  that  must  be  considered  in  deciding  whether  to  expand  legalized  gambling  are  complex 
and  require  further  debate.  I  urge  the  public  and  legislature  to  proceed  with  due  diligence,  and  to  reach 
reasoned  and  informed  conclusions.  The  need  to  find  new  sources  of  revenue  may  be  an  incentive  for 
swift  action,  but  the  Commonwealth  will  be  better  served  if  the  temptation  to  act  quickly  is  resisted. 

Second,  //"legalized  gambling  is  expanded,  the  legislature  must  enact  a  comprehensive  gaming  control 
act,  establish  a  strong  and  professional  gambling  commission,  and  dedicate  sufficient  personnel  and 
economic  resources  to  the  regulation  of  legalized  gambling.  Expansion  of  legalized  gambling  will 
increase  crime  and  problem  gambling,  as  well  as  public  safety,  welfare  and  infrastructure  costs.  But.  by 
studying  the  well  documented  experiences  of  other  states  that  have  expanded  legalized  gambling  and 
proceeding  in  a  slow,  deliberative  manner,  the  legislature  can  take  steps  to  minimize  these  and  other 
societal  and  economic  costs  of  expanded  gambling.  Our  success  in  expanding  legalized  gambling  will  be 
measured,  in  part,  by  the  amount  of  resources  dedicated  on  a  sustained  basis  to  (i)  regulating  and 
inspecting  the  gambling  industry,  (ii)  prevention,  intervention,  and  treatment  services  for  problem 
gamblers,  (iii)  enforcing  civil  and  criminal  laws,  (iii)  reimbursing  cities  and  towns  for  costs  attributable  to 
the  location  of  gambling  establishments,  and  (iv)  creating  an  attractive  and  safe  gambling  environment. 
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Jonathan  B.  Taylor,  Lexecon,  Inc. 

The  preponderance  of  scientific  evidence  suggests  that  a  Massachusetts  expansion  of  gambling  passes  a 
pecuniar,  benefit-cost  test.  Nonetheless,  opinion  is  intensely  felt  (both  con  and  pro),  and  it  must  be  taken 
seriously.  If  the  answer  is  to  expand,  evidence  indicates  that  mitigation  efforts  will  be  vulnerable  to 
politics.  Likewise,  the  fear  has  been  expressed  that  proliferation  will  be  endless.  The  structure  of  Indian 
gaming  can  address  these  issues. 

The  Indian  Gaming  Regulatory  Act  (IGRA)  requires  that  a  state-tribal  compact  govern  how  Class  III 
gaming  proceeds.  The  compact  is  explicitly  allowed  to  cover  the  scope  of  games  and  regulation,  and 
IGRA  prohibits  state  taxation  of  tribes.  Implementation  of  IGRA  has  allowed  revenue-sharing  in 
exchange  for  exclusivity  of  Indian  gaming.  Experience  under  relatively  amicable  tribal-state  relations 
indicates  that  the  regulatory  and  development  processes  for  a  casino  can  take  as  little  as  14  months. 
Acrimony  has  been  the  key  source  of  delay  elsewhere. 

Besides  structuring  the  relationship,  the  compacting  process  offers  the  benefit  of  long-li\ed  commitments 
to  issues  of  concern.  Notwithstanding  continuing  Lottery  success,  the  Commonwealth  recently  cut 
problem  gambling  funding  35%.  By  putting  commitments  of  various  types  into  a  compact,  Massachusetts 
could  ensure  that  mitigation  activities  would  not  be  cut  by  future  legislatures.  More  importantly, 
Massachusetts  could  hold  the  line  on  proliferation,  if  it  chose  to.  through  an  exclusivity  arrangement  in 
the  compact.  Under  exclusivity,  expansion  would  void  revenue-sharing  and  thereby  reduce  fiscal 
incentives  for  proliferation. 

Should  it  proceed  with  Indian  gaming,  Massachusetts  can  tap  the  existing  regulatory  institutions  of  IGRA. 
These  institutions  have  functioned  effectively  even  where  states  have  chosen  not  to  add  state  oversight  to 
the  federal  and  tribal  layers  established  by  IGRA.  In  2001,  the  DOJ's  Organized  Crime  and  Racketeering 
Section  observed,  i;the  Department  has  found  no  systematic  attempts  by  organized  crime  groups  to 
become  involved  in  tribal  gaming." 

New  England  destination  resort  casinos  have  been  associated  with  thousands  of  construction  jobs  and 
full-time  operations  jobs.  Moreover,  the  competitive  labor  market  dynamics  of  these  facilities  drive  them 
to  provide  good  quality  jobs.  The  Mohegan  Sun  employee  benefits,  for  example,  include  a  401(k)  plan; 
fully  paid  medical,  dental,  vision,  and  prescription  coverage;  life  insurance;  and  tuition  reimbursement. 
These  are  complemented  by  discounted  in-facility  day  care,  dry  cleaning,  meals,  and  exercise.  To  the 
extent  that  a  Massachusetts  facility  faces  comparable  market  forces,  similar  compensation  dynamics  will 
operate. 

The  opportunity  to  recapture  visitors  and  the  number  and  quality  of  employment  opportunities  associated 
with  a  large  facility  suggest  that  the  placement  of  an  Indian  casino  in  a  depressed  region  could  bring 
economic  development  with  attendant  positive  social  consequences.  Notwithstanding  perceptions  left  by 
the  media,  evidence  from  other  jurisdictions  indicates  these  socioeconomic  benefits  have  been 
substantially  positive  for  Indians  and  non-Indians. 

Depending  upon  local  conditions,  this  economic  development  could  be  accompanied  by  substantial 
changes  in  local  infrastructure  demand.  There  is  nothing  inherently  casino-related  about  the  effect  this 
demand  has — it  is  visitation-driven.  And  notwithstanding  difficulties  communities  elsewhere  may  have 
had  with  these  issues,  such  problems  are  easily  resolvable  through  effective  inter-governmental 
cooperation  in  advance — within  or  outside  the  compacting  process. 

If  a  decision  to  expand  is  made,  political  pressures  will  intensify  and  the  risk  of  litigation  looms.  Strong 
impulses  to  extract  resources  from  proponents  will  emerge,  and  without  a  reasoned  process  to  constrain 
that  extraction.  Massachusetts  taxpayers  will  be  worse  off.  The  Legislature  owes  it  to  the  passionate  and 
thoughtful  citizens  who  came  before  this  Commission  to  proceed  with  deliberate  care. 
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Lyman  Wood 

Building  shopping  centers  increases  the  number  of  compulsive  shoppers,  generates  increased  crime,  fear 
jacking,  mugging,  bad  checks,  etc)  traffic,  accidents  and  pollution.  Cinema  complexes,  groups  of 
restaurants,  office  complexes  and  housing  developments  do  the  same.  We've  legalized  liquor,  allow 
smoking,  movie  junkies,  compulsive  over-  eaters  (ban  restaurants0)  and  many  other  entertainment 
activities  that  create  civic  concern,  moral  outrage  and  calls  to  ban  free  choice  and  our  right  to  spend  our 
own  dollars.  Casinos  are  different? 

Casinos  in  Massachusetts  are  just  a  business  decision  when  we  strip  away  moral  denouncements  and  the 
tendency  to  eliminate  and  control  people's  choices. 

Massachusetts  can  afford  to  ignore  sound  business  judgment  when  times  are  good  and  the  Treasury  full. 
That  will  not  be  an  option  in  the  coming  years. 

So  if  we  have  to  generate  state  revenue,  let's  do  it  right: 

1 .  Nothing  will  generate  more  new  state  funding  than  casinos. 

2.  We  have  one  last  chance  to  do  it  right  and  quickly  before  new  competition  from  NY,  ME.  RI  and 
additional  CT  casinos  reduce  our  potential  revenue. 

3.  Authorize  enough  sites  to  deter  other  states  from  building  casinos  and  to  be  within  easy  reach  of 
most  of  our  residents  and  tourists.  If  these  sites  draw  from  other  states,  all  the  better.  It  is 
estimated  a  billion  dollars  of  residents  of  Massachusetts  gaming  play  now  goes  to  CT.  Seventy 
percent  of  this  flow  will  return  to  our  state  with  strategically  located  casino  sites. 

4.  Negotiate  the  maximum  state  share  of  casino  revenue  that  still  enables  reputable  bidders  to 
construct  full  service  facilities  and  be  competitive  with  Connecticut  casinos. 

5.  Determine  if  sites  can  have  additional  economic  benefits  to  established  communities  uerses 
remote  sites)  by  complementing  existing  tourism  attractions,  adding  to  local  restaurant,  hotel  and 
fetBil  business  and  increasing  pedestrian  traffic  and  therefore  safety,  without  reducing  state 
revenue. 

6.  Don't  be  intimidated  or  lose  focus  by  CT  funding  of  anti-casino  ads,  lobbying,  and  support  of 
anti-gaming  groups-  They  would  love  to  derail  or  delay  our  progress. 

7.  If  greyhound  racing  was  allowed  to  have  gaming  (slots)  prior  tax  breaks  (2001  legislation)  should 
be  rescinded. 


Pa,ie  9: 


APPENDIX  B 

Addendum  to  Regulations  Subcommittee 

Report 


DAVIS,       COWELL       &       B   O   W   E   ,       LLP 


Counselors   and   Attorneys  at   Law 


Reply  to: 

San  Francisco 

100  Van  Ness  Avenue,  20th  Floor 

San  Francisco,  California  94102 

415.626.1880 

Fax  415.626.2860 

Barry  S.  Jellison  (CA) 

J.  Thomas  Bower  (CA,  NV) 

Steven  L  Stemerman  (CA,NV) 

Ricnard  G.  McCracken  (CA,  NV) 

W.  David  Holsberry  (CA,  NV) 

Elizabeth  Ann  Lawrence  (CA,  NV) 

Andrew  J.  Kahn  (CA,  NV,  AZ) 

John  J.  Davis,  Jr.  (CA) 

Florence  E.  Culp  (CA,  NV) 

ichael  T.  Anderson  (CA,  NV,  DC,  MA) 

Timothy  Sears  (CA,  NV,  DQ 

Kristin  L  Martin  (CA) 

of  counsel: 

Philip  Paul  Bowe  (CA) 

Mark  Brooks  (TN) 

Washington,  DC 

1155  15th  Street  N.W.,  Suite  405 

Washington,  DC  20005 

202.223.2620 

Fax  202.223.8651 

George  R.  Murphy  (DC) 
Jennifer  Matis  (DC,  NY,  MD) 


December  16.2002 


X  Boston 

8  Beacon  Street,  4th  Floor 

Boston,  MA  02108 

617.227.5720 

Fax  617.227.5767 

ichael  T.  Anderson  (CA  NV,  DC,  MA) 


Robert  P.  Cowell  (1931  -1980) 


McCracken,  Stemerman, 
Bowen  &  Holsberry 

630  5.  Commerce  Street,  Suite  A-1 

Las  Vegas.  Nevada  89102 

702.386.5107 

Fax  702.386.9848 


Kevin  M.  Burke 

Essex  County  District  Attorney 

Museum  Place 

2  East  India  Square 

Salem  MA  01970 

Re:      Legislature's  authority  over  Tribal-State  compacts 


Dear  Mr.  Burke: 

Janice  Loux  has  asked  us  to  analyze  a  legal  issue  relevant  to  the 
Gambling  Study  Commission's  review:  what  branch  of  government  has  the 
authority  to  enact  a  Tribal  gaming  compact  on  behalf  of  the  Commonwealth? 
We  conclude  that  such  a  compact  is  legally  invalid  unless  it  has  been  enacted  by 
the  Legislature.  The  Governor  has  no  authority  to  bind  the  Commonwealth  to 
such  a  compact  unilaterally. 

A  Tribal-State  compact  under  the  Indian  Gaming  Regulator}'  Act 
(IGRA),  25  U.S.C.  §  2710(d)(1)  must  be  validly  authorized  under  the 
contracting  state's  law.  In  states  that  adhere  to  the  separation-of-powers 
doctrine  recognized  in  Massachusetts,  the  consensus  is  that  the  Legislature  must 
approve  any  Tribal  gaming  compact  under  IGRA.  This  issue  has  already  been 
litigated  and  decided  in  New  York.  Rhode  Island.  New  Mexico  and  Kansas. 
Saratoga  County  Chamber  of  Commerce  v.  Pataki,  293  A.D.  20.  740  N.Y.S.2d 
733  (N.Y.App.  2002);  Narragansett  Indian  Tribe  v.  State.  667  A.2d  280  (R.I. 
1995);  State  ex  rel  Clark  v.  Johnson,  120  N.M.  562.  904  P.2d  1 1  (1995);  State 
ex  rel.  Stephan  v.  Finney,  251  Kan.  559,  836  P.2d  1 169  (1992). 

Massachusetts  law  requires  the  same  result.  The  Massachusetts 
Constitution  imposes  a  strict  separation  of  executive  and  legislative  power. 
M.G.L.  Const,  pt.  1,  art.  XXX.  Decisions  about  what  criminal  laws  shall  be  in 
effect,  and  what  social  policies  are  worthy  of  pursuit,  are  matters  for  the 
Legislature  alone.  There  is  little  question  that  the  civil  and  criminal  regulation 
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of  gambling  is  a  subject  for  the  Massachusetts  Legislature.  The  Legislature  is  also  the 
authority  that  authorizes  compacts  with  other  sovereigns.  The  Governor  has  no  residual 
power  to  suspend  the  enforcement  of  gaming  laws,  or  to  legislate  his/her  own  social 
priorities,  without  the  Legislature's  authorization. 

We  discuss  each  of  these  points  in  turn. 

1.         IGRA  requires  that  a  Tribal-State  gaming  compact  be  validly  enacted  under 
the  law  of  the  contracting  State. 

IGRA  creates  a  structure  under  which  Indian  tribes  mav  ensase  in  Class  III  (i.e., 
casino-style)  gaming,  "only  if  such  activities  are  .  .  .  conducted  in  conformance  with  a 
Tribal-State  compact  entered  into  by  the  Indian  tribe  and  the  State  .  .  .  that  is  in  effect." 
25  U.S.C.  §  2710(d)(1).  This  "in  effect"  requirement  means  that  the  State's  consent  to 
the  compact  must  be  valid  under  applicable  principles  of  that  State's  law.  Pueblo  of 
Santa  Ana  v.  Kelly,  104  F.3d  1546,  1553-1558  (10th  Cir.  1997);  Hotel  Employees  and 
Restaurant  Employees  International  Union  v.  Davis,  21  Cal.4th  585,  611-612,  88 
Cal.Rptr.2d  56,  76-77  (1999).  If,  for  example,  a  State's  constitution  forbids  the  gaming 
contemplated  by  the  compact,  its  governor  may  not  approve  it  in  a  compact  absent  a 
repeal  of  the  constitutional  prohibition.  Hotel  Employees,  21  Cal.4th  at  61 1,  88 
Cal.Rptr.2d  at  76. 

In  allowing  states  to  enter  into  gaming  compacts,  Congress  did  not  invest  state 
governors  with  some  new  federal  power  in  excess  of  those  that  the  governors  possess 
under  their  state's  constitution.  Clark,  120  N.M.  at  577,  904  P.2d  at  26.  Such  an 
interpretation  would  put  IGRA  into  conflict  with  the  basic  principles  of  federalism. 
Congress  may  not  "commandeer  the  legislative  processes  of  the  states"  by  dictating  how 
states  must  make  their  own  decisions,  even  when  the  state's  decisions  have  an  effect  on 
federal  law.  Id.,  quoting  Hodel  v.  Virginia  Surface  Mining  Ass  'n  ,  452  U.S.  264.  288 
(1981). 

In  order  for  Massachusetts  to  enter  into  a  legally  enforceable  gaming  compact 
with  any  Indian  Tribe,  the  Commonwealth  must  give  its  consent  through  the  branch  of 
government  authorized  by  state  law.  A  state  official  (like  the  Governor)  who  acts 
without  authority  under  state  law  cannot  "enter[  ]  into"  a  valid  compact  under  IGRA.  nor 
is  such  an  ultra  vires  compact  "in  effect"  for  purposes  of  IGRA.  Pueblo  of  Santa  Ana. 
104F.3dat  1553-1558. 
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2.         When  governors  make  Tribal  gaming  compacts  without  legislative  approval, 
the  state  courts  have  consistently  held  the  compacts  invalid. 

This  question  (whether  a  governor  may  bind  his/her  state  to  a  Tribal  gaming 
compact  unilaterally)  has  come  up  frequently  since  the  passage  of  IGRA.  The  courts 
have  repeatedly  struck  such  compacts  as  an  encroachment  on  the  Legislature's  power,  in 
violation  of  the  separation-of-powers  doctrine. 

In  Saratoga  County  Chamber  of  Commerce  v.  Pataki,  293  A.D.2d  20,  23-25.  740 
N.Y.S.2d  733,  735-737  (N.Y.  App.  2002),  the  New  York  appellate  court  affirmed  an 
order  that  the  governor's  unilateral  execution  of  a  Tribal  gaming  compact  was  void  for 
lack  of  legislative  authorization.  The  court  reviewed  New  York's  extensive  legislation 
on  gambling,  740  N.Y.S.2d  at  735-736,  and  concluded  that  the  New  York  Legislature's 
clear  right  to  regulate  gambling  precluded  the  governor  from  approving  a  Tribal  gaming 
compact  on  his  own.  Id. 

The  Saratoga  County  court  explained  that  this  is  the  consensus  among  states  that 
separate  the  governor's  power  from  the  legislature's: 

[A]  number  of  other  jurisdictions  have  considered  the 
question  of  whether  a  governor  has  the  authority'  to  bind  a 
state  to  an  Indian  gaming  compact,  and  in  every  state  whose 
constitution  does  not  grant  residual  powers  to  the  executive, 
the  litigation  resulted  in  a  declaration  that  the  compact  was 
void  and  unenforceable  absent  legislative  concurrence. 

740  N.Y.S.2d  at  737  fn.  3.  The  cases  cited  in  Saratoga  County  reached  the  same 
conclusion.  In  Narragansett  Indian  Tribe  of  Rhode  Island  v.  State,  667  A. 2d  280,  282 
(R.I.  1995),  Rhode  Island's  Supreme  Court  struck  down  a  Tribal  gaming  compact 
negotiated  by  the  Governor  because  it  was  not  approved  by  the  General  Assembly.  The 
Supreme  Courts  of  New  Mexico  and  Kansas  followed  the  same  course  in  State  ex  rel 
Clark  v.  Johnson,  120  N.M.  562,  564,  904  P.2d  11,  23  (1995)  and  State  ex  rel.  Stephan 
v.  Finney.  251  Kan.  559,  582-583.  836  P.2d  1169,  1185  (1992). 

We  are  aware  of  only  one  state  in  which  the  governor  has  been  held  to  have  power 
to  bind  the  state  to  a  Tribal  gaming  compact  without  legislative  approval.  In  Willis  v. 
Fordice,  850  F.Supp.  523,  532  (S.D.  Miss.  1994).  aff'din  unpublished  opinion.  ^>  F.3d 
633  (5th  Cir.  1995),  a  federal  district  court  construed  Mississippi  law  to  grant  the 
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governor  broad  power  to  enter  into  any  compacts  on  any  subject  with  any  other  state, 
tribe,  or  federal  government  without  further  legislative  approval.   Willis,  850  F.Supp.  at 
532,  citing,  Miss. Stat. Ann.  §  7-1-13.  As  we  discuss  below,  Massachusetts  law  does  not 
give  our  Governor  the  same  unilateral  power. 

3.         Under  Massachusetts  law,  a  Tribal-State  gaming  compact  would  be  legally 
invalid  without  the  Legislature's  approval. 

Massachusetts  follows  the  same  separation-of-powers  doctrine  enforced  by  the 
courts  of  New  York,  Rhode  Island,  New  Mexico  and  Kansas. 

a.         Massachusetts  law  gives  the  Legislature  sole  power  to  make 
social  policy  and  the  criminal  law. 

The  Massachusetts  Constitution  mandates  a  strong  separation-of-powers  doctrine. 
The  Constitution,  Part  1,  Article  XXX,  declares  that  the  Legislative  and  Executive 
branches  may  not  encroach  upon  each  other's  power.  Part  1,  Article  XX  provides  that 
"powers  of  suspending  the  laws,  or  the  execution  of  the  laws,  ought  never  to  be  exercised 
but  by  the  legislature,  or  by  authority  derived  from  it,  to  be  exercised  in  such  particular 
cases  as  the  legislature  shall  expressly  provide  for." 

The  Legislature  has  the  exclusive  right  to  "judge  to  be  for  the  good  and  welfare  of 
this  commonwealth,  and  for  the  government  and  ordering  thereof,  and  of  the  subjects  of 
same  .  .  .'*  M.G.L.  Const.  Part  II,  c.l,  §1,  art.  4.  According  to  the  Supreme  Judicial 
Court,  "the  power  to  order  social  priorities,  and  to  focus  the  energies  of  society'  to  the 
accomplishment  of  designated  objectives  or  programs  is  entrusted  to  the  Legislature 
through  the  enactment  of  laws  according  to  prescribed  procedures."  Opinion  of  the 
Justices.  375  Mass.  827,  832,  376  N.E.2d  1217,  1220  (1978).  This  means  that  the 
Legislature,  not  the  Governor,  has  the  right  to  decide  questions  of  social  policy: 

The  most  important  such  principle  [of  separation-of-powers] 
is  that  it  is  for  the  Legislature,  and  not  the  executive  branch, 
to  determine  which  social  objectives  or  programs  are  worth} 
of  pursuit.  It  is  not  within  the  Governor's  official 
competence  to  decide  that  the  objectives  of  any  validly 
enacted  law  are  unwise  and,  therefore,  that  no  effort  will  be 
meant  to  accomplish  such  objectives. 
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Id..  375  Mass.  at  833-834.  376  N.E.2d  at  1221 


Massachusetts  is  clearlv  anions  the  states  "whose  constitution  does  not  grant 
residual  powers  to  the  executive"  identified  in  Saratoga  County.  "The  Governor  and 
Counsel  have  no  inherent  legislative  power."  Opinion  of  the  Justices,  324  Mass.  736. 
744.  85  N.E.2d  238,  245  (1949).  In  these  jurisdictions,  Indian  gaming  compacts  are  void 
absent  legislative  approval.  Saratoga  County,  740  N.Y.S.2d  at  737  fn.  3. 

Both  gaming  regulation  and  compacts  with  other  sovereigns  are  matters  within  the 
legislative  power,  as  we  discuss  next. 

b.         Gaming  regulation  is  a  Legislative  matter. 

The  Indian  Gaming  Regulator)'  Act  recognizes  that  Tribal  gaming  within  a  state's 
territorial  borders  is  a  matter  of  significant  policy  concern  to  the  state.  For  the  first  time. 
IGRA  made  Indian  gaming  subject  to  the  laws  of  the  State  in  which  the  Indian  land  is 
located:  "all  state  laws  pertaining  to  the  licensing,  regulation,  or  prohibition  of  gambling 
.  .  .  shall  apply  in  Indian  country  in  the  same  manner  and  to  the  same  extent  as  such  laws 
apply  elsewhere  in  the  State."  IGRA  §  23,  18  U.S.C.  §  1 166(a).  Congress  authorized 
Tribal-State  compacts  because  the  social  policy  interests  of  both  tribes  and  states  are 
significantly  affected  by  gaming  on  Indian  lands.  Pueblo  of  Santa  Ana,  104  F.3d  at 
1 554,  citing  legislative  history  of  the  IGRA.  The  Senate  Committee  Report  for  IGRA 
explained: 

[T]he  use  of  compacts  between  tribes  and  states  is  the  best 
mechanism  to  ensure  that  the  interests  of  both  sovereign 
entities  are  met  with  respect  to  the  regulation  of  complex 
gaming  enterprises,  such  as  parimutuel  horse  and  dog  racing, 
casino  gaming,  jai  alai  and  so  forth.  The  Committee  notes 
strong  concerns  of  states  that  state  laws  and  regulations 
relating  to  sophisticated  forms  of  class  III  gaming  be 
respected  on  Indian  lands  where,  with  few  exceptions,  such 
laws  and  regulations  do  not  now  apply.  ...  In  the 
Committee's  view,  both  State  and  tribal  governments  have 
significant  governmental  interests  in  the  conduct  of  class  III 
gaming  ...  A  State's  governmental  interests  with  respect  to 
class  III  gaming  on  Indian  lands  include  the  interplay  of  such 
gaming  with  the  State's  public  policy,  safety,  law  and  other 
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interests  as  well  as  impacts  on  the  State's  regulator)'  system, 
including  economic  interests  in  raisins  revenues  for  its 
citizens. 

S.Rep.  No.  100-446  at  13  (1988),  1988  U.S.C.C.A.N.  3071,  3083.  quoted  in  Pueblo  of 
Santa  Ana,  104  F.3d  at  1554.  Although  the  federal  government  has  exclusive 
jurisdiction  to  prosecute  Indian  gaming  that  violates  state  law,  IGRA  delegates  to  the 
states  the  power  to  define  by  compact  what  those  gaming  laws  shall  be.  IGRA  §  23,  18 
U.S.C.  §  1 166(d);  Hotel  Employees,  21  Cal.4th  at*61 1,  88  Cal.Rptr.2d  at  76. 

The  regulation  of  gaming  is  definitely  a  matter  of  legislative  concern  in 
Massachusetts.  The  Legislature  has  enacted  a  complex  system  of  regulation  for  the  State 
lottery  and  pari-mutuel  wagering,  along  with  prohibitions  on  other  kinds  of  gaming  that 
are  legal  in  states  like  Nevada  and  New  Jersey.  See  M.G.L.  4  §  7,  cl.  10  (defining  illegal 
gambling);  M.G.L.  10  §§  22  et  seq.  (establishing  State  lottery);  M.G.L.  12B  §  2 
(establishing  state  gambling  advisory  commission  reporting  solely  to  the  Legislature); 
M.G.L.  128A  and  128C  (regulating  horse  and  dog  racing);  and  M.G.L.  271  "§§  1-17,  22- 
37  (imposing  criminal  penalties  on  most  other  forms  of  gambling.)  This  statutory 
concern  with  gambling  is  powerful  evidence  of  the  Legislature's  authority  over  tribal 
gaming.  See  Saratoga  Springs.  740  N.Y.S.2d  at  735-736  (New  York's  legislative  policy 
on  gambling  reflected  in  numerous  statutes);  Narragansett  Indian  Tribe,  667  A. 2d  at  281 
(reviewing  existing  legislation  concerning  lottery);  Clark,  120  N.M.  at  571-575,  904 
P. 2d  at  20-24  (reviewing  New  Mexico's  existing  restrictions  on  earning  to  establish 
legislative  power  over  Tribal  compacts);  Stephan,  251  Kan.  at  569-670,  836  P.2d  at 
1 1 76- 1 1 77  (same  for  Kansas). 

Insofar  as  a  Tribal  gaming  compact  would  change  the  state's  gaming  laws  as 
applied  to  Indian  tribes,  it  would  directly  affect  matters  of  social  policy  that  IGRA  leaves 
to  the  state.  In  Massachusetts,  this  policy  decision  is  a  subject  for  the  Legislature. 

c.         Compacts  with  other  sovereigns  must  be  approved  by  the 
Massachusetts  Legislature. 

Unlike  Mississippi,  cf.  Willis,  850  F.Supp.  at  582.  Massachusetts  does  not  give  its 
Governor  a  free  hand  to  bind  the  Commonwealth  in  compacts  with  other  sovereigns. 

In  Massachusetts,  compacts  with  other  sovereigns  are  matters  the  Legislature  must 
approve.  They  are  not  left  to  the  unilateral  discretion  of  the  Governor.  In  some  cases. 
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the  Legislature  enters  into  the  compact  directly  on  behalf  of  the  Commonwealth,  without 
any  mention  of  the  Executive  branch: 


Statutory  Compact 

Subject 

M.G.L.  64A  App.  §  1-1 

Interstate  Compact  on  Taxation  of  Motor 
Fuels  Consumed  by  Interstate  Buses 

M.G.L.78  App.  §  1-1 

Interstate  Library  Pact 

M.G.L.  Ill  App.  §  1-2 

New  England  Compact  on  Radiological 
Health  Protection 

M.G.L.  119  App.  §2-1 

Interstate  Compact  on  the  Placement  of 
Children 

M.G.L.  123  App.  §  1-1 

Interstate  Compact  on  Mental  Health 

M.G.L.  127  App.  §  1-2 

New  England  Interstate  Corrections 
Compact 

M.G.L.  147  App.  §  1-1 

New  England  Interstate  Police  Compact 

In  all  of  the  above  compacts,  the  Legislature  decrees  (without  any  executive 
participation  aside  from  signature  on  the  law)  that  "a  compact  is  hereby  entered  into  with 
all  jurisdictions  legally  joined  therein  in  substantially  the  following  form  .  .  .*?  See.  e.g., 
M.G.L.  174  App.  §  1-1. 

In  other  statutes,  the  Legislature  "authorizes  and  directs"  the  Governor  or  an 
executive  officer  to  enter  into  a  compact,  on  terms  spelled  out  by  the  legislation: 


Statutory  Compact 

Subject 

M.G.L.  18B  §  22 

Interstate  Compacts  on  Adoption 

M.G.L.  21  App.  §  1-1 

New  England  Interstate  Water  Pollution 
Control  Compact 

M.G.L.  21  App.  §2-1 

Rhode  Island  Interstate  Environmental 
Control  Compact 
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M.G.L.  40B  App.  §  1-1 

Interstate  Regional  Planning  Compact 

M.G.L.  90App.  §30B 

Interstate  Compact  on  Motor  Vehicle 
Convictions 

M.G.L.  90  App.  §2-3 

Interstate  Truck  Permits  Compact 

M.G.L.  91  App.  §2-1 

Compact  with  New  Hampshire  for  Flood 
Control  in  Merrimack  River  Basin 

M.G.L.  91  App.  §4-1 

Northeastern  Water  and  Related  Land 
Resources  Compact 

M.G.L.  94A  §  24 

Uniform  Milk  Control  Compact 

M.G.L.  119  App.  §  1-1 

Interstate  Compact  on  Juveniles 

M.G.L.  127  §  151A 

Interstate  Compact  on  Supervision  of 
Probationers  and  Parolees 

M.G.L.  130  App.  §  1-1 

Atlantic  State  Marine  Fisheries  Compact 

M.G.L.  132  App.  §  1-1 

Northeastern  Interstate  Forest  Fire 
Protection  Compact 

M.G.L.  164§69Q 

Interstate  Compact  on  Nuclear  Power  and 
Waste  Disposal 

In  each  of  these  statutes,  the  Legislature  exercises  the  power  to  authorize  and  even 
to  order  the  Governor  to  enter  into  the  compact  described  in  the  legislation.  See,  e.g., 
M.G.L.  1 19  App.  §  1-1  ('"the  Governor  is  hereby  authorized  and  directed  to  execute  a 
compact  on  behalf  of  this  Commonwealth  with  any  other  state  or  states  legally  joining 
therein  in  the  form  substantially  as  follows  .  .  .")• 

The  Supreme  Court  of  New  Mexico  found  the  statutory  enactment  of  such 
compacts  to  be  compelling  evidence  that  the  legislature,  not  the  governor,  has  the 
authority  to  enter  into  them.  Clark.  120  N.M.  at  575.  904  P.2d  at  24  (listing  22  compacts 
between  New  Mexico  and  other  sovereigns  enacted  by  statute.)  The  New  Mexico  court 
found  it  significant  that  some  legislation  contained  language  like  "the  Governor  of  this 
state  is  herebv  authorized  and  directed  to  execute  a  compact  on  behalf  of  the  State  of 
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New  Mexico  ...  in  the  form  substantially  as  follows  .  .  ."  Id.,  120  N.M.  at  575  fn.  4,  904 
P.2d  at  24  fn.  4.  The  same  reasoning  applies  here. 

The  Supreme  Judicial  Court  holds  a  compact  is  a  "contractual  arrangement  of 
somewhat  formal  character  between  the  states  .  .  ."  and  should  be  "an  ascertainable 
agreement  or  arrangement  to  which  parties  have  manifested  mutual  assent."  Opinion  of 
the  Justices,  344  Mass.  770,  775,  184  N.E.2d  353,  357  (1962).  Interpreting  one 
compact,  the  S.J.C.  explained  that  any  conditions  for  the  Governor's  approval  are  subject 
to  the  Legislature's  more  general  authority-: 

The  amendment  subjecting  action  under  the  compact  by  the 
commissioner  of  correction  to  approval  of  the  Governor  and 
Council  is  only  a  legislative  instruction  to  those  officials  of 
this  Commonwealth  as  to  the  method  of  their  action  under  the 
compact. 

Id.,  344  Mass.  at  777,  184  N.E.2d  at  357.  The  Legislature  may  even  impose  additional 
restrictions  on  the  requirements  for  enactment,  id.  as  it  did  in  the  Nuclear  Power  Waste 
Disposal  compact.  M.G.L.  164  App.  §  3-5  (requiring  that  any  compact  be  ratified  by  a 
majority  of  the  voters  at  the  next  election  as  well  as  by  the  Legislature  itself.) 

d.         The  Governor  has  no  residual  power  to  grant  Indian  tribes 

immunity  from  state  gaming  laws  w ithout  legislative  approval. 

A  gaming  compact  would,  by  definition,  allow  the  Tribe  to  operate  Class  III 
gaming  that  would  otherwise  be  prohibited  by  Massachusetts  law.  Such  a  compact 
would  have  the  effect  of  suspending  the  Commonwealth's  gaming  law,  or  at  least 
exempting'the  Tribe  from  it.  In  Massachusetts,  the  Governor  has  no  authority"  to  agree  to 
such  an  exemption  without  the  Legislature's  approval.  See  M.G.L.  Const.  Pt.  1  .Article 
XX  ("the  power  of  suspending  the  laws,  or  the  execution  of  the  laws,  ought  never  to  be 
exercised  but  by  the  legislature,  or  by  authority  derived  from  it,  to  be  exercised  in  such 
particular  cases  only  as  the  legislature  shall  expressly  provide  for.") 

The  Governor  does  not  have  any  inherent  power  as  the  Supreme  Executive 
Magistrate  to  suspend  the  operation  of  statutory  law.  The  S.J.C.  reaffirmed  this  rule  in 
Massachusetts  Bay  Transportation  Authority  Advisoiy  Board  v.  Massachusetts  Bay- 
Transportation  Authority,  382  Mass.  569,  578.  417  N.E.2d  7.  13  (1981).  In  that  case,  the 
Governor  argued  he  had  the  inherent  authority  as  Supreme  Executive  Magistrate  to 
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suspend  the  statute  regulating  the  MBTA.  The  S  J.C.  flatly  rejected  this  argument  citing 
Article  XX  of  the  Declaration  of  Rights.  382  Mass.  at  578,  417  N.E.2d  at  13.  The  Court 
reached  the  same  conclusion  in  Town  of  Amherst  v.  Attorney  General  398  Mass.  793. 
798,  502  N.E.2d  128,  131  (1986),  where  the  Attorney  General  unilaterally  created  a 
distinction  between  urban  and  rural  communities  in  enforcing  state  firearms  legislation. 
kThe  Attornev  General  is  not  free  to  make  a  distinction  which  the  Legislature  has  not 
made.  It  is  for  the  Legislature,  not  the  executive  branch,  to  make  legislative  policy.'"  Id. 

These  cases  apply  with  equal  force  to  any  agreement  that  would  change  the 
Commonwealth's  existing  restrictions  on  casino-style  gaming  for  an  Indian  tribe.  The 
IGRA  gives  states  the  power  to  protect  their  social  policy  interests  in  such  a  compact. 
Absent  such  a  compact,  IGRA  binds  Indian  tribes  to  the  prevailing  state  gaming  laws. 
The  wisdom  of  allowing  Class  III  gaming  for  Indian  tribes  in  Massachusetts  is  a  matter 
for  the  Legislature  to  consider.  The  Governor  has  no  residual  power  to  make  that 
decision  without  the  Legislature's  approval. 

CONCLUSION 

Massachusetts  law  requires  the  Legislature's  approval  for  any  Tribal  gaming 
compact  under  the  IGRA.  Please  let  us  know  if  you  have  any  further  questions. 


Very  truly  yours 


Michael  T.  Anderson 
MTA:rr 
cc:       Janice  Loux 
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INDIAN  GAMING 

Gambling  on  Indian  lands  is  governed  by  the  Indian  Gaming  Regulatory  Act,  25  USC 
Section  270  Iff  (IGRA).  This  statute  divides  types  of  gambling  into  three  classes.  Class  I  is 
social  games  solely  for  prizes  of  minimal  value  or  traditional  forms  of  Indian  gaming.  Section 
2703(6).  Class  II  gaming  consists  of  bingo  and  similar  games  and  card  games  that  are  either 
legal  or  not  prohibited  in  the  State  where  the  Indian  land  is  located,  and  are  conducted  in 
accordance  with  the  laws  of  that  State.  Section  2703(7)(A).  Class  II  gaming  specifically  does 
not  include  banking  card  games  such  as  blackjack,  baccarat,  or  chemin  de  fer,  or  slot  machines, 
video  poker  machines  and  the  like.  Section  2703(7)<B).   Class  III  gaming  is  all  forms  of 
gambling  that  are  not  either  Class  I  or  Class  II.  Section  27.03(8). 

Negotiation  of  Gaming  Compacts 

Naturally,  Indian  casinos  want  to  have  Class  III  gaming.    Class  III  gaming  is  allowed 
only  in  accordance  with  procedures  described  in  Section  2710(d).  The  gaming  must  be  approved 
by  the  tribe  and  the  Chairman  of  the  National  Indian  Gaming  Commission.  The  gaming 
activities  must  be  "located  in  a  State  that  permits  such  gaming  for  any  purpose  by  any  person, 
organization,  or  entity."  The  gaming  must  be  "conducted  in  conformance  with  a  Tribal-State 
Compact  entered  into  by  the  Indian  Tribe  and  the  State"  in  which  the  gaming  is  conducted. 
Section  2703(d)(1).  The  State  is  required  to  "negotiate  with  the  Indian  Tribe  in  good  faith  to 
enter  into  such  a  compact"  upon  request.   Section  2703(d)(3)(A).  After  the  State  and  the  Tribe 
conclude  a  compact,  it  must  be  approved  by  the  Secretary  of  the  Interior  and  published  in  the 
Federal  Register  before  it  is  effective.   Section  2703Cd)(B). 

The  question  of  who  may  act  for  the  state  in  negotiations  with  a  tribe  for  a  compact  is  not 
resolved  by  IGRA.  This  is  an  internal  matter  between  the  branches  of  the  state  government.  See 
Langley  v.  Edwards,  872  F.Supp  1531  (WD  LA  1995),  affirmed  77  F. 3d  479.  But  see  Pueblo 
Santa  Ana  v.  Kelly,  932  F.Supp.  1284(D  NM  1996),  affirmed  104  F.3d  1546  cert  denied  522  US 
807).  In  most  States,  the  governor  has  taken  the  responsibility  for  negotiating  the  compact, 
subject  to  ratification  by  the  legislature.  The  legislature  can  take  an  even  more  proactive  role. 
The  most  recent  example  is  the  State  of  New  York.   The  New  York  Legislature  passed  Chapter 
383,  a  law  which  described  to  the  governor  strict  provisions  which  required  as  part  of  any 
compact  with  an  Indian  tribe  for  a  Class  III  gaming  in  that  state.  These  requirements  were  quite 
lengthy  and  detailed. 

Section  2703(d)(3)(c)  contains  a  list  of  the  provisions  the  compact  "may  include": 

(i)  the  application  of  the  criminal  and  civil  laws  and 

regulations  of  the  Indian  tribe  or  the  State  that  are  directly 
related  to,  and  necessary  for,  the  licensing  and  regulation  of 
such  activity; 

(ii)        the  allocation  of  criminal  and  civil  jurisdiction  between 

the  State  and  the  Indian  tribe  necessary  for  the  enforcement  of 
such  laws  and  regulations; 

(iii)       the  assessment  by  the  State  of  such  activities  in  such 
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amounts  as  are  necessary  to  defray  the  costs  of  regulating  such 
activity; 

(iv)       taxation  by  the  Indian  tribe  of  such  activity  in  amounts 

comparable  to  amounts  assessed  by  the  State  for  comparable 

activities; 
(v)        remedies  for  breach  of  contract; 
(vi)       standards  for  the  operation  of  such  activity  and 

maintenance  of  the  gaming  facility,  including  licensing;  and 
(vii)      any  other  subjects  that  are  directly  related  to  the  operation  of 

gaming  activities. 

Paragraph  (iii)  provides  that  the  State  may  make  assessments  necessary  to  defray  the  cost  of 
regulating.  Section  2703(d)(4)  states  that  with  this  one  exception, 

nothing  in  this  section  shall  be  interpreted  as  conferring  upon  a 
State  or  any  of  its  political  subdivisions  authority  to  impose  any  tax, 
fee,  charge,  or  other  assessment  upon  an  Indian  tribe  or  upon 
any  other  person  or  entity  authorized  by  an  Indian  tribe  to  engage  in 
a  class  III  activity.  No  State  may  refuse  to  enter  into  the  negotiations 
described  in  paragraph  (3)(A)  based  upon  the  lack  of  authority  in 
such  State,  or  its  political  subdivisions,  to  impose  such  a  tax, 
fee,  charge,  or  other  assessment. 

The  list  of  subjects  available  for  inclusion  in  a  compact  has  been  treated  expansively  by 
the  courts.  In  Wisconsin  Winnebago  Nation  v.  Thompson,  824  F.Supp.  167,  171  (W.D.Wis. 
1993),  affd22F.3d  1719  (CA7  1 994),  the  court  held : 

The  Act  denotes  some,  but  not  all  considerations  that  should  be  addressed 
in  concluding  a  tribal-state  compact.  The  language  of  the  Act  itself 
contains  the  catch-all  category  in  §2710(d)(3)(C)(vii)  that  could  easily 
include  site  selection  as  a  consideration  and  the  legislative  history 
provides  that  "[the]  terms  of  each  compact  may  vary  extensively 
depending  on  the  type  of  gaming,  the  location,  the  previous  relationship  of 
the  tribe  and  the  State....  The  Committee  recognizes  that  subparts  of  each 
of  the  broad  areas  [of  §  2710(d)(3)(C)  ]  may  be  more  inclusive."  S.Rep. 
No.  100-446  at  14.  1988  U.S.C.C.A.N.  at  3084.  This  broad  language 
belies  plaintiffs  argument  that  the  lack  of  a  specific  reference  to  site 
selection  in  the  gaming  act  precludes  location  as  a  subject  open  to 
negotiation  between  the  parties. 

In  Willis  v.  Fordice,  850  F.Supp.  523,  534n.l3  (S.D.  Miss.  1994),  affd  55  F.3d  633  (CA5  1995), 
the  court  observed  the  expansive  nature  of  the  "catch-all"  category: 

The  Court  notes  that  the  IGRA  contains  an  all-encompassing  provision 
stating  that  a  Tribal-State  compact  may  include  provisions  relating  to  "any 
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other  subjects  that  are  directly  related  to  the  operation  of  gaming 
activities."  (Cit.om.) 

Labor  organizing  provisions  are  a  proper  subject  for  States  to  demand  in  Indian  gaming 
compacts.  In  re  Indian  Gaming  Related  Cases,  147  F.Supp.2d  1011  (ND  CA  2001). 

An  Indian  tribe  may  sue  a  State  for  refusing  to  bargain  in  good  faith  for  a  compact. 
Section  2703(d)(7).  Such  a  suit  may  be  initiated  after  1 80  days  have  elapsed  since  the  tribe 
demanded  negotiations.  Section  2703(d)(7)(B)(i).  The  courts  are  instructed  to  "consider  any 
demands  by  the  State  for  direct  taxation  of  the  Indian  tribe  or  of  any  Indian  lands  as  evidence 
that  the  State  has  not  negotiated  in  good  faith."  Section  2703(d)(7)(D)(iii)(II). 

Indian  Gaming  on  New  Tribal  Lands 

New  lands  may  be  taken  into  trust  by  the  United  States  for  the  benefit  of  the  Indian  tribes. 
Gaming  on  new  lands  taken  into  trust  after  October  17,  1988  are  subject  to  special  restrictions 
that  go  beyond  the  requirements  of  Section  2710(d).    Section  2719.  The  general  rule  is  that  the 
new  lands  must  be  "located  within  or  contiguous  to  the  boundaries  of  the  reservation  of  the 
Indian  tribe  on  October  17,  1988".  Section  2719(a)(1).  This  limitation  does  not  apply,  however, 
in  any  of  the  following  circumstances: 

(1)  The  Secretary  of  the  Interior,  after  consultation  with  the  Indian  tribe  and  state  and 
local  officials,  and  officials  of  nearby  Indian  tribes,  determines  that  gaming  would  be 
in  the  best  interest  of  the  Indian  tribe  and  would  not  be  detrimental  to  the  surrounding 
community,  and  the  governor  of  the  state  in  which  the  Indian  land  is  located  concurs; 

(2)  The  lands  were  taken  into  trust  as  part  of  the  settlement  of  a  land  claim; 

(3)  The  lands  were  taken  into  trust  as  part  of  the  initial  reservation  of  an  Indian  tribe 
acknowledged  by  the  Secretary  of  the  Interior  under  the  federal  acknowledgment 
process;  or 

(4)  The  lands  were  taken  into  trust  as  part  of  the  restoration  of  lands  for  an  Indian  tribe 
that  has  been  restored  to  federal  recognition. 

The  provision  requiring  the  concurrence  of  the  governor  of  a  State  for  gaming  to  take  place  on 
newly-acquired  trust  lands  has  been  upheld  against  constitutional  challenge.  In  re  Federated 
Tribes  of  Siletz  Indians  v.  United  States,  110  F.3d  6S&  (CA9  1997). 
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Limitations  on  Class  HI  Gaming  Within  Tribal  Reservations 

Section  2710(d)(1)(B)  prohibits  any  form  of  gaming  in  Indian  casinos  that  is  not  legal  for 
others  to  engage  in  off  the  reservation.  In  other  words,  just  because  some  form  of  gambling  is 
allowed  either  to  the  State  (as  in  the  case  of  the  lottery)  or  to  some  private  entities  does  not  mean 
that  the  Indian  tribe  is  therefore  entitled  to  engage  in  every  kind  of  Class  III  gaming.  The  federal 
courts  interpret  §271 0(d)(1)(B)  to  mean  that  Indian  tribes  may  not  conduct  gaming  that  the  state 
does  not  generally  permit  off  the  reservation.  See  Cheyenne  River  Sioux  Tribe  v.  South  Dakota, 
3  F.3d  273,  279  (8th  Cir.  1993):  Rumsev  Indian  Rancheria  v.  Wilson  64  F.3d  1250,  1357-58, 
(9th  Cir.  1994).  In  both  Cheyenne  River  Sioux  and  Rumsey,  Indian  tribes  claimed  the  right 
under  IGRA  to  operate  Class  III  gaming  that  was  not  permitted  off  the  reservation  in  South 
Dakota  and  California.  Each  tribe  argued  that  the  Class  III  gaming  was  merely  "regulated,"  and 
not  "prohibited"  and  so  was  therefore  "permitted"  within  the  meaning  of  IGRA.  Both  the  Eighth 
and  the  Ninth  Circuits  rejected  this  argument.  Cheyenne  River  Sioux  Tribe  3  F.3d  at  279; 
Rumsey,  64  F.3d  at  1258.  Both  the  Eighth  and  Ninth  Circuits  interpreted  IGRA  to  deny  the 
tribes  the  right  to  conduct  Class  III  gaming  where  such  gaming  was  not  permitted  off- 
reservation.  The  Cheyenne  River  Sioux  Tribe  decision  shows  how  rigorous  the  courts  are  in 
enforcing  this  requirement.  The  tribe  argued  that  because  video  keno  is  legal  in  South  Dakota, 
the  State  was  therefore  required  to  negotiate  to  permit  traditional  keno,  even  though  that  form  of 
gaming  was  illegal  in  the  State.  The  Eighth  Circuit  affirmed  the  District  Court's  construction  of 
§27 10(d)(1)(B)  "to  limit  the  scope  of  class  III  gaming  to  those  particular  forms  that  state  law 
permits."  3  F.3d  at  278.  "The  'such  gaming'  language  of  25  U.S.C.  §27 10(d)(1)(B)  does  not 
require  the  state  to  negotiate  with  respect  to  forms  of  gaming  it  does  not  presently  permit."  Id. 

Even  when  a  State  purports  to  grant  tribes  an  exclusive  license  to  conduct  Class  III 
gaming,  federal  law  prohibits  such  gaming  where  it  is  conducted  in  a  State  where  such  gaming  is 
not  permitted  off-reservation.  See  Citizen  Band  Potawatomi  Indian  Tribe  v.  Green  (10th  Cir. 
1993)  995  F.2d  179,  181.  In  Potawatomi  Indian  Tribe,  Oklahoma  negotiated  a  compact  under 
IGRA  that  authorized  the  tribe  to  engage  in  any  form  of  Class  III  gaming.  The  tribe  sought  a 
declaratory  judgment  that  this  compact  permitted  the  tribe  to  use  video  lottery  terminals  (VLTs). 
Under  federal  law,  it  is  illegal  to  possess  or  use  any  gaming  device  within  Indian  country.   1 5 
U.S.C.  §  1 175  (the  Johnson  Act).  IGRA  modifies  the  Johnson  Act  to  provide  that  it  does  not 
apply  to  any  gaming  conducted  under  a  compact  that  is  "entered  into  ...  by  a  State  in  which 
gambling  devices  are  legal,  and  is  in  effect."  25  U.S.C  §27 10(d)(6). 

The  Indian  tribe  in  Potawatomi  argued  that  the  compact  itself  legalized  video  lottery 
terminals  for  purposes  of  IGRA.  997  F.2d  at  1 8 1 .  The  tribe  argued  that  because  Oklahoma  had 
consented  to  any  Class  III  gaming  in  its  compact,  the  compact  itself  made  the  use  of  VLTs  legal 
within  the  State  (although  their  use  was  limited  to  the  Indian  tribe.  Id.  The  Tenth  Circuit 
rejected  this  argument  as  "patent  bootstrapping."  995  F.2d  at  1 81.  The  Court  explained  that  a 
compact  itself  cannot  make  gaming  legal  within  a  State  for  purposes  of  IGRA: 

Congress  must  have  meant  that  gambling  devices  be  legal  absent  the  Tribal-state 
compact;  otherwise  it  would  not  have  been  necessary  to  require  both  that  gambling 
devices  be  legal,  25  U.S.C.  §  2710(d)(6)(A),  and  that  the  compact  be  "in  effect",  id. 
§27 10(d)(6)(B). 
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995F.2dat  181. 

Although  the  Supreme  Court  has  recently  indicated  that  there  may  be  some  greater  room 
for  the  assertion  of  state  regulatory  laws  on  Indian  reservations  than  is  commonly  recognized, 
Nevada  v.  Hicks,       U.S.  _,  121  S.Ct.  2304,  2311-2312  (2001)("When,  however,  state  interests 
outside  the  reservation  are  implicated,  States  may  regulate  the  activities  even  of  tribe  members 
on  tribal  land."),  the  general  rule  has  been  that  the  States  have  no  power  to  regulate  activity 
conducted  on  an  Indian  reservation  absent  some  showing  that  Congress  has  consented. 
Mescalero  Apache  Tribe  v.  Jones,  41 1  U.S.  145,  148  (1973).  For  instance,  State  and  local 
governments  may  not  impose  their  planning  and  zoning  requirements  to  developments  on 
reservation  lands.  See  e.g.,  Santa  Rosa  Band  of  Indians  v.  Kings  County,  532  F.2d  655  (CA9 
1976);  U.S.  v.  County  of  Humboldt,  615  F.2d  1260  (CA9  1980). 

Recommendations  for  Gaming  Compacts 

While  the  states  have  the  police  power  to  enact  minimum  employment  standards  for 
private  enterprise.  Metropolitan  Life  Ins.  Co.  v.  Massachusetts,  471  U.S.724,  105  S.Ct.  2380 
(1 985),  they  have  not  been  able  to  apply  these  laws  to  on-reservation  Indian  enterprises.  See, 
e.g.,  Middletown  Rancheria  of  Porno  Indians  v.  Workers'  Compensation  Appeals  Board,  60 
Cal.App.4th  1340  (1998)(workers  compensation  laws  not  applicable  to  non-Indian  worker 
employed  on  the  reservation).  The  following  is  a  list  of  some  of  the  Massachusetts  employment 
laws  that  do  not  apply  to  employees  of  Indian  gaming  enterprises  under  the  current  law  of  Indian 
sovereignty:  workers'  compensation;  the  right  to  organize  and  engage  in  collective  bargaining; 
unemployment  insurance;  minimum  wage;  daily  or  weekly  overtime;  protection  against 
discrimination  for  race,  sex,  age,  religion,  disability,  etc.;  protection  of  minors;  no  unauthorized 
deductions  from  paychecks;  no  kickbacks  or  wage  rebates  mandatory  day  of  rest;  meal  breaks; 
and  the  employer's  duty  to  protect  employees'  health  and  safety. 

A  gaming  compact  is  the  only  realistic  means  of  securing  to  Indian  casino  workers  in  the 
foreseeable  future  the  employment  rights  which  all  other  state  citizens  enjoy.  In  no  small  part 
because  almost  all  casino  workers  are  non-Indians  who  live  outside  the  reservation,  the  State  has 
an  undeniable  interest  in  their  welfare.  The  social  and  economic  costs  of  low  wages,  poor  or  no 
health  insurance  benefits,  no  retirement  plans,  unlimited  employer  power  to  harass  workers 
sexually  and  racially,  the  power  to  deny  aid  to  workers  injured  on  the  job  and  even  to  fire  them  - 
and  all  the  other  missing  protections  -  mean  that  the  State  and  its  political  subdivisions  will  bear 
the  welfare  and  criminal  justice  consequences. 

The  ability  to  organize  for  collective  bargaining  is  not  different.  On  average,  unionized 
employers  pay  considerably  higher  wages  and  better  health  benefits  than  unorganized  employers. 
Specifically,  in  the  hospitality  industry,  unionized  employers  offered  much  better  health  benefits 
than  their  non-union  counterparts,  and  many  non-union  employers  are  shifting  their  employees' 
health  care  costs  to  the  public  health  system.  Collective  bargaining  is  known  to  produce  not  only- 
superior  labor  standards,  but  also  efficient  enforcement  mechanisms  (arbitration,  in  particular! 
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A  gaming  compact  is  also  the  only  way  to  establish  a  means  to  deal  with  the  myriad  of 
actions  and  disputes  that  arise  in  the  course  of  labor-management  relations.  Of  course,  if  it  were 
ever  held  that  the  National  Labor  Relations  Act  applied  to  Indian  casinos,  then  a  fully-developed 
federal  jurisprudence  would  be  immediately  available  to  answer  questions  concerning  the 
enforceability  of  collective  bargaining  agreements,  the  circumstances  in  which  strikes  or 
picketing  can  be  enjoined  or  limited,  liability  of  individual  union  members  for  actions  taken  by 
the  union  (and  conversely,  the  liability  of  the  union  for  acts  of  individual  workers),  the  union's 
duty  to  represent  employees  fairly,  and  the  many  other  issues  that  have  been  dealt  with  by  the 
Supreme  Court  and  the  courts  of  appeals  over  the  past  60  years.  The  National  Labor  Relations 
Board  has  held,  however,  that  the  NLRA  does  not  apply  to  Indian-owned  businesses  on 
reservation  lands.  Fort  Apache  Timber  Co.,  226  NLRB  503  (1976)  and  Southern  Indian  Health 
Council,  290  NLRB  436  (1988).  Because  a  compact  provides  the  sole  vehicle  for  putting  things 
in  order  promptly,  by  using  the  arbitration  mechanism  to  resolve  all  forms  of  disputes. 

COMMERCIAL  GAMING 

Commercial  gaming  has  not  been  free  from  problems.  Massachusetts  can  leam  a  great 
deal  from  the  experience  of  other  States.  We  have  five  specific  recommendations. 

Special  Gaming  Districts.  The  States  that  have  permitted  commercial  casino  gaming 
have  all  either  started  with  special  gaming  districts  or,  as  in  the  case  of  Nevada,  have  moved  to 
confine  casinos  to  particular  geographic  areas.  This  approach  has  manifold  benefits.  It  alleviates 
traffic  and  other  impacts  on  other  areas  of  the  city.  It  permits  more  efficient  policing.  Casinos 
also  tend  to  perform  better  when  they  are  located  in  a  group,  as  many  patrons  enjoy  the 
opportunity  to  conveniently  visit  more  than  one  establishment.  The  Las  Vegas  Strip  is  the 
foremost  example  of  this. 

Public  Transportation.  Casinos  should  be  connected  to  public  transportation  systems, 
preferably  rail  systems.  Successful  casino  operations  draw  many  patrons  throughout  the  day  and 
night.  People  come  and  go  with  great  frequency.  When  they  use  private  automobiles  to  do  so, 
the  traffic  effects  can  be  very  intense.  The  only  way  to  minimize  these  effects  is  by  providing 
convenient  and  comfortable  public  transportation.  As  people  in  Boston  know  so  well,  rail 
transportation  is  much  more  desirable  than  bus  travel  on  city  streets.  Although  Las  Vegas  has 
had  bus  service  along  the  Las  Vegas  Strip  for  many  years,  the  government  and  the  casino  owners 
agreed  that  the  traffic  situation  had  become  so  intolerable  that  a  new  way  to  transport  people 
along  Las  Vegas  Boulevard  was  needed.  At  great  cost,  a  monorail  is  in  its  final  stages  of 
completion.  When  public  transportation  is  not  built  into  the  original  plans  for  casino 
development,  a  much  more  expensive  retrofit  will  almost  certainly  be  required. 

Housing.  The  casino  business  is  labor-intensive.  Even  a  medium-size  casino  typically 
will  have  500  to  1,000  workers.  Foxwoods  has  over  14,000  employees.  Several  casinos  in  Las 
Vegas  have  over  10,000  employees  each.  All  of  these  people  must  get  to  work.  Most  of  them 
earn  relatively  low  incomes.  If  there  is  not  a  good  supply  of  affordable  housing  in  the  immediate 
area  of  a  casino,  the  casino  workers  may  be  forced  to  travel  long  distances,  and  incur 
considerable  expense  getting  to  and  from  work.  Collateral  social  effects  include  making 
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childcare  more  difficult  and  reducing  the  time  parents  have  to  supervise  and  help  their  children. 
This  creates  additional  strains  on  private  and  public  transportation.  It  also  undermines  one  of  the 
goals  giving  legitimacy  to  legalized  gambling:  the  creation  of  good  jobs  for  the  residents  in  a 
jurisdiction.  Casinos  should  therefore  be  located  in  areas  close  to  ample  supplies  of  affordable 
housing,  where  such  housing  should  be  constructed  as  part  of  the  casino  development. 

Retail  Components.  A  striking  phenomenon  over  the  last  ten  years  has  been  the 
tremendous  growth  of  retail  components  as  part  of  hotel-casino  complexes.  Retail  has  proved  to 
be  a  very  profitable  adjunct  to  casino  operations.  It  has  the  inevitable  effect,  however,  of  pulling 
some  retail  business  from  existing  commercial  districts.  Consideration  should  therefore  be  given 
to  placing  careful  controls  on  the  amount  of  any  retail  space  that  may  be  developed  as  part  of 
casino  construction,  or  to  siting  casinos  in  areas  where  independent  retail  enterprises  already 
exist.  Indeed,  consideration  should  be  given  to  locating  casinos  in  areas  where  there  is  a  desire 
to  revitalize  consumer  commerce. 

Taxation.  Unlike  Indian  casinos,  commercial  casinos  are  subject  to  income  and  other 
forms  of  taxation,  including  special  gaming  taxes  and  special  district  assessments.  Any  taxes 
and  district  assessments  can  be  used  to  offset  the  costs  that  will  unavoidably  be  incurred  for 
police  protection  and  upgrading  and  maintenance  of  utility  and  transportation  infrastructures. 
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APPENDIX  C 

National  Gambling  Impact  Study  Commission  Report 

Recommendations 


RECOMMENDATIONS1 

The  [National  Gambling  Impact  Study]  Commission  respectfully  recommends  that  all 
governments  take  every  step  necessary  to  implement  all  relevant  components  of  the 
recommendations  offered  here  before  lotteries  or  any  other  form  of  legalized  gambling  is 
allowed  to  operate  or  to  continue  to  operate.  Such  requirements  should  be  specifically  itemized 
in  a  state  statute  as  applicable  to  a  state-run  lottery.  Similarly,  such  requirements  should  also  be 
specified  and  made  applicable  for  inclusion  in  tribal  government  law  and  tribal-state  compacts. 

4.1  The  [NGIS]  Commission  respectfully  recommends  that  all  relevant  governmental  gambling 
regulatory  agencies  require  as  a  condition  of  any  gambling  facility's  license  to  operate — that 
each  applicant  adhere  to  the  following: 

—  Adopt  a  clear  mission  statement  as  to  applicant's  policy  on  problem  and  pathological 
gambling. 

—  Appoint  an  executive  of  high  rank  to  execute  and  provide  ongoing  oversight  of  the  corporate 
mission  statement  on  problem  and  pathological  gambling. 

—  Contract  with  a  state-recognized  gambling  treatment  professional  to  train  management  and 
staff  to  develop  strategies  for  recognizing  and  addressing  customers  whose  gambling  behavior 
may  strongly  suggest  they  may  be  experiencing  serious  to  severe  difficulties. 

—  Under  a  state  "hold  harmless"  statute,  refuse  service  to  anv  customer  whose  gambling 
behavior  convincingly  exhibits  indications  of  problem  or  pathological  gambling. 

—  Under  a  state  "hold  harmless"  statute,  respectfully  and  confidentially  provide  the  customer  (as 
described  above)  with  written  information  that  includes  a  state-approved  list  of  professional 
gambling  treatment  programs  and  state-recognized  self-help  groups. 

—  Provide  insurance  that  makes  available  medical  treatment  for  problem  and  for  pathological 
gambling  facility  employees. 

4.2  The  [NGIS]  Commission  recommends  that  each  state  and  tribal  government  enact,  if  it  has 
not  already  done  so,  a  Gambling  Privilege  Tax,  assessment,  or  other  contribution  on  all  gambling 
operations  within  its  boundaries,  based  upon  the  gambling  revenues  of  each  operation.  A 
sufficient  portion  of  such  monies  shall  be  used  to  create  a  dedicated  fund  for  the  development 
and  ongoing  support  of  problem  gambling-specific  research,  prevention,  education,  and 
treatment  programs.  The  funding  dedicated  for  these  purposes  shall  be  sufficient  to  implement 
the  following  goals: 

—  Undertake  biennial  research  by  a  nonpartisan  firm,  experienced  in  problem  gambling 
research,  to  estimate  the  prevalence  of  problem  and  pathological  gambling  among  the  general 
adult  population.  Specific  focus  on  major  sub-populations  including  youth,  woman,  elderly  and 
minority  group  gamblers  should  also  be  included.  An  estimate  of  prevalence  among  patrons  at 
gambling  facilities  or  outlets  in  each  form  of  gambling  should  also  be  included. 

—  Initiate  public  awareness,  education,  and  prevention  programs  aimed  at  vulnerable 
populations.  One  such  purpose  of  such  programs  will  be  to  intercept  the  progression  of  many 
problem  gamblers  to  pathological  states. 

—  Identify  and  maintain  a  list  of  gambling  treatment  services  available  from  licensed  or  state- 
recognized  professional  providers,  as  well  as  the  presence  of  state  recognized  self-help  groups. 

—  Establish  a  demographic  profile  for  treatment  recipients  and  services  provided,  as  state  and 


1  Source:  NGISC  Final  Report  p.  4-19  and  4-20. 
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federal  laws  permit.  Develop  a  treatment  outcome  mechanism  that  will  compile  data  on  the 
efficacy  of  varying  treatment  methods  and  services  offered,  and  determine  whether  sufficient 
professional  treatment  is  available  to  meet  the  demands  of  persons  in  need. 
—  When  private  funding  is  not  available,  subsidize  the  costs  of  approved  treatment  by  licensed 
or  state-recognized  gambling  treatment  professionals  for  problem  and  pathological  gamblers,  as 
well  as  adversely  affected  persons.  Additionally,  such  funds  shall  ensure  that  persons  in  need  of 
treatment  can  receive  necessary  support  based  upon  financial  need.  Treatment  cost 
reimbursement  levels  and  protocols  will  be  established  by  each  state. 

4.3  Despite  the  fact  that  pathological  gambling  is  a  recognized  medical  disorder  most  insurance 
companies  and  managed  care  providers  do  not  reimburse  for  treatment.  The  Commission 
recommends  to  states  that  they  mandate  that  private  and  public  insurers  and  managed  care 
providers  identify  successful  treatment  programs,  educate  participants  about  pathological 
gambling  and  treatment  options,  and  cover  the  appropriate  programs  under  their  plans. 

4.4  The  Commission  recommends  that  each  gambling  facility  must  implement  procedures  tallow 
for  voluntary  self-exclusion,  enabling  gamblers  to  ban  themselves  from  a  gambling 
establishment  for  a  specified  period  of  time. 

4.5  The  Commission  recommends  encouraging  private  volunteerism  of  groups  and  associations 
working  across  America  to  solve  problem  gambling,  especially  those  involving  practitioners  who 
are  trying  to  help  people  who  are  problem  gamblers.  This  should  include  strategically  pooling 
resources  and  networking,  drawing  on  theists  of  recommendations  these  organizations  have 
presented  to  the  [NGIS]  Commission,  and  working  to  develop  uniform  methods  of  diagnosis. 

4.6  The  [NGIS]  Commission  recommends  that  each  staterun  or  approved  gambling  operation  be 
required  to  conspicuously  post  and  disseminate  the  telephone  numbers  of  at  least  two  state- 
approved  providers  of  problem-gambling  information,  treatment,  and  referral  support  services. 
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